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priations $234,692,870, being the post-office appropriations, and
there remained $798,790,362.12, The Senator from Rhode
Island admits that I have been fair at least to the other side
of the argument in estimating the revenue from internal tax
at £255,000,000 and other sources at $64,000,000, making a total
of $319,000,000; and deducting this from the sum formerly
named, we are confronted with $479,790,362.12 to be provided
from the customs receipts or through some other method of
taxation, or explained away by the suggestion that although
we make the appropriation we will not need the money. I will
reach that phase of it later.

* We are now led to an inquiry with respect to the amount
which the present bill will probably raise at the custom-houses.
Under the Dingley Act for the last four years there were re-
ceived as import duties as follows:

For the year 1905, $261,798,857; for the year 1906, $300,-
251,878; for the year 1907, $332,233,363; for the year 1908,
$286,113,130. .

I mentioned these receipts simply that we may bear them in
mind when we come to estimate the receipts for the coming
two years.

The chairman of the Finance Committee has said that upon
the imports of 1907 the bill before us, if it had been applied
“to the imports, would have raised $8,000,000 more than was
raised by the existing law, and I accept his judgment as to the
comparative efficiency of the two schedules. ’

Mr. ALDRICH. I should like to modify that.

Mr. CUMMINS. The Senator wants to modify that state-
ment by somewhat increasing the amount?

- Mr. ALDRICH. I should say if the bill passes both Houses
in the form it now stands in the Senate, we would receive
$15,000,000 more of revenue than would be received under the
old law in any current year. Taking the estimate of 1907 as
a basis, that would give us $347,000,000 of receipts during the
next fiscal year. If the bill as it now stands should become a
law, I state without the slightest hesitancy that the receipts
from customs would exceed $350,000,000 in the next fiscal year.

Mr. CUMMINS. I knew we had raised the duties very often
and very high, but I did not suppose that we had produced any
such effect as this upon our imports.

Mr. BRISTOW. Mr. President——

The VICE-PRESIDENT. Does the Senator from Iowa yield
to the Senator from Kansas?

Mr. CUMMINS. I do.

Mr. BRISTOW. I suggest the absence of a quorum.
hMr. CUMMINS. I hope very much the Senator will not do
that.

Mr. ALDRICH. I am quite willing, if the Senator wishes, to
make a motion to adjourn.

Mr., CUMMINS. My remarks are going to be longer than I
intended. I expected to complete my remarks this evening,

Mr. ALDRICH. It is quite convenient to me to make the
motion.

Mr. CUMMINS. Very well.

Mr. ALDRICH. I move that the Senate adjourn.

The motion was agreed to; and (at 6 o'clock and 16 minutes
p. m.) the Senate adjourned until to-morrow, Wednesday, June
30, 1909, at 10 o'clock a. m.

SENATE.
~ WepxNEsSDAY, June 30, 1909,

The Senate met at 10 o’clock a. m.
Prayer by the Chaplain, Rev. Ulysses G. B. Pierce.
The Journal of yesterday's proceedings was read and approved.

PETITIORS AND MEMORIALS,

Mr. KEAN. I present a telegram in the nature of a petition
from the Building and Loan Association League of New Jersey,
which I ask may be read. :

There being no objection, the telegram was read and ordered
to lie on the table, as follows:

ATLANTIC ClT‘ff S

N ’
une 29, 1909.
Hon. Joay KEeax,

United States Senator, Washington, D. O.:

The Building and Loan Association League of New Jersey, In session
this day, resolved that if the corporation act does not exempt building
and loan associations from its provisions great lnguri)]r will be done these
thrifty members who are seeking homes out of their wage. earnings
through the building-society system. We respectfully petition our
Senator and Members of Congress to do all in their power to exempt
building and loan associations from the provisions of corporation taxes.
These societies lend all their funds to home seekers, who not only pay
iirm-m a community of

c .

McNAMEE, President.

taxes on the {u;mes tliey buytolr ’buﬂ;i. bftlbt th
ce-loving citizens always siriving for the pul

e Te JOSEFH E
Attest:

Howarp R. CrLouD, Secretary.

AUTHENTICATED
U.S. GOVERNMENT
INFORMATION

GPO

«Mr. FLINT. Mr. President, I suggest the lack of a quorum.
The VICE-PRESIDENT. The Secretary will call the roll.
The Secretary called the roll, and, after some delay, the fol-

lowing Senators answered to their names:
Bacon Clay Gore
Beveridge Crawford G nhelm
Borah

Culberson ughes
Briggs Cullom Johnson, N. Dak.
Bristow Cummins Kean

Brown Curtis Lodge

Burkett ‘Davis McCumber
Burrows Dick McLaurin

arter Dillingham Money
Chamberlain Flint Nelson

ClapE Frye Oliver Tillman

Clark, Wyo. Gallinger Page Warner

Mr. BRISTOW. I wish to state that the junior Senator from
Washington [Mr, Joxes] is detained from the Senate this morn-
ing on departmental business.

The VICE-PRESIDENT. Forty-eight Senators have answered
to the roll eall. A quorum of the Senate is present. Are there
further petitions and memorials?

Mr. GUGGENHEIM presented a paper to accompany the bill
(8. 2785) granting an increase of pension to Thomas H. Walte-
meyer, which was referred to the Committee on Pensions.

He also presented sundry affidavits to accompany the bill
(8. 2640) granting an increase of pension to Joseph P, Theobald,
which were referred to the Committee on Pensions,

BILLS INTRODUCED.

Bills were introduced, read the first time, and, by unanimous
consent, the second time, and referred as follows:

By Mr. GALLINGER (by request) :

A bill (8. 2799) for the prevention and punishment of cruelty
to animals in the District of Columbia (with accompanying
papers) ; to the Committee on the District of Columbia.

By Mr. GUGGENHEIM :

A bill (8. 2800) granting an increase of pension to Lorin N.
Hawkins (with accompanying papers); to the Committee on
Pensions.

Perkins
Piles

Root

Scott
Stmmons
Smith, Mich.
Smoot

Stone
SButherland
Taliaferro

AMENDMENT TO THE TARIFF BILL.

Mr. DICK submitted an amendment intended to be proposed
by him to the bill (H. R. 1438) to provide revenue, equalize
duties, and encourage the industries of the United States, and
for other purposes, which was ordered to lie on the table and
be printed. .

_SEPARATION OF THE TARIFF BILL.

Mr. GORE submitted the following resolution (8. Res. 62),
which was read:
Senate resolution 62.

Resolved, That the Committee on Finance is hereby instructed to
arrange and report each separate schedule of the pending bill as a
separate, distinct, and complete bill within itself, to the end that ever
Senator may have the opportunity to vote for or against each of sai
measures in accordance with his judgment, without being obliged to
vote for or against the whole, and to the further end that the President
of the United States may be enabled to approve or disapprove each
several measure upon its merits, and shall not be forced to the alterna-
tive of approving the entire measure as a whole, inciuding what his
judgment condemns, or else vetoing the measure as a whole, including
what his judgment approves.

Mr. GALLINGER. Let the resolution go over.

The VICE-PRESIDENT. The resolution goes over, under the
objection of the Senator from New Hampshire.

Mr. GORE. Mr. President, I should like to say that I had
intended to make the request myself that the resolution go to
the table subject to call.

I wish to make a further announcement. I shall at an early
day either ask for its adoption or ask that it be referred to the
Jndiclary Committee, and I make that announcement for this
reason: I wish to investigate further, and I wish to confer
with my associates as to the technical right and power of the
Senate to subdivide a revenue bill which under the Constitution
must originate in the House of Representatives.

With the permission of the Senate, I should like to say
further that I shall probably seek a report of the Judiciary
Committee upon that phase of this question. In the meantime
this resolution stands as an avowal of my own views as to
what the Senate ought to do if it has the eonstitutional power.

I have withheld this resolution until each and every schedule
was finally agreed to. I have withheld it until the cotton,
woolen, sugar, and paper schedules were finally adopted.. I
have withheld it until I was convinced that the pending tariff
bill is worse and will remain worse than the present tariff law.
I withheld it until I was convinced that the President of the
United States, in order to keep the word of promise to the hope
as well as to the ear of the American people, ought to veto
this measure when it is finally passed by the two branches of
Congress, =
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Mr. President, Mr. Cleveland charaeterized the Wilson-Gor-
man bill as an act of party perfidy and party dishonor. There
is no doubt that in the passage of that bill the Democracy de-
faulted its bond. There is no doubt that the American people
rebuked and repudiated the Demoeracy for that breach of
faith. In my judgment it would have been infinitely better
beth for the fame of Mr. Cleveland and for the fortunes of his
party if he had vetoed that measure outright instead of suf-
fering it to become a law without his approval.

It seems to me that the Republican party is now following
in the footsteps of the Democratic party, and that it may fol-
low that party into either temporary or permanent retirement,
The Republican party is now breaking its plighted faith. It
is now breaking its sealed and sacred covenant with the Ameri-
can people. I do not doubt that the people will rebuke and
repudiate the party for its violated faith and for their disap-
pointed hopes. It will be better for the fame of Mr. Taft and
better for the fortunes of his party if he should veto this Payne-
Aldrich bill, this badge—if I may appropriate the phrase—of
party perfidy and dishonor. ;

I confess myself less concerned about that fame and that
fortune than I am for the welfare, the prosperity, and the
emancipation of the American consumer. The people of this
country will not again be cheated by the specious and illusive
plea that the tariff should be revised by its friends and that
the trusts be eurbed by their friends. That is a mild-mannered
remedy which is satisfactory in the highest degree to the bene-
ficiaries of the tariff and the trusts, but this nostrum will
not again deceive and ensnare the victims of the tariff and the
trusts, the long-suffering American people. The President's
veto is the people’s hope and their only hope.

I may have something further to say upon this subject before
the debate closes.

The VICE-PRESIDENT. The resolution goes over,

THE TARIFF,

The VICE-PRESIDENT. The morning business is closed,
and the first bill on the calendar will be proceeded with.

The Senate, as in Committee of the Whole, resnmed the eon-
sideration of the bill (H. R. 1438) to provide revenue, equalize
duties, and encourage the industries of the United States, and
for other purposes.

The VICE-PRESIDENT. The Senator from Iowa [Mr.
Cumains] will proceed.

Mr, CUMMINS. Mr. President, I do not at all wonder that
there is diffieulty this morning in securing a quorum——

Mr. CLAPP. Mr, President——

The VICE-PRESIDENT. Does the Senator from Iowa yield
to the Senator from Minnesota?

Mr. CUMMINS, I do.

Mr. CLAPP. That awakens a suggestion in my mind. I
suggest the want of a quornum.

Mr. CUMMINS. I hope the Senator from Minnesota will
withdraw that suggestion.

The VICE-PRESIDENT. Had the Senator yielded fo the
Senator from Minnesota?

Mr. CUMMINS, T yielded to the Senator from Minnesota.

The VICE-PRESIDENT. The Secretary will call the roll

The Secretary ealled the roll, and the following Senators
answered to their names:

Bacon Clark, Wyo. . Gore oe
Baliley lay Guggenheim Perkins
Beveridge Erawford Heyburn iles
Borah Culberson Hughes Root
Brandegee Cullom Johnson, N. Dak. Scott
riggs Cummins Kean Simmons
Bristow Curtis La Follette Smith, Mich.
Brown Davis Bmoot
Burkett Dillingham McCumber Stone
Burrows Flint McLaurin Sutherland
Carter Foster Money Taliaferro
Chamberlain Frye Nelson Warner
Clapp Gallinger Oliver ‘Wetmore

The VICE-PRESIDENT. FIifty-two Senators have answered
to the roll call. A quorum of the Senate is present. The Sena-
tor from Towa will proceed.

Mr. CUMMINS. Mryr. President, I repeat that I do not won-
der it is somewhat difficult to secure a guorum this morning,
because it is uncomfortable in every sense. The weather is
disagreeable. The amendment we are considering ought to
make people uncomfortable. We are told by the morning’s
paper that the distinguished chairman of the Finance Com-
mittee has gone upon a sea voyage. I hope that it is true, for
he has not only earned a rest during the last few weeks, but
after the acknowledgment which he made yesterday to the
Senate with respect to his motive in bringing forward the
amendment we are now considering he needs the inspiration
and the reeuperation of a sea voyage. I would want to take
a trip lasting about a thousand years if I should be compelled

to make a confession of that sort with respeet to a bill brought
forward by myself. I will give some attention to that Qarmb
ular phase of the matter a little bit later.

Mr. CLAPP. Will the Senator pardon me? He is alluding
to peeple who are comfortable or uncomfortable.

The VICE-PRESIDENT. Does the Senator from Iowa yield
to the Senator from Minnesota?

Mr. CUMMINS. I do.

Mr. CLAPP. I also notice by the newspapers that the large
corporations are not uncomfortable. They are reported as
being satisfied with this proposition.

Mr. CUMMINS. I should think they would be exceedingly
well satisfied with it I can hardly conceive an instrument
better calculated to further their desires than the amendment
now before the Senate. It is true it levies some tribute upon
them, but not so much tribute or under such rigorous condi-
tions as the amendment offered by the Senator from Texas, and
myself. I shall have occasion also to examine that part of the
matter before I shall have finished."

But I resume an examination of our financial condition, be-
cause, as I said yesterday, I would not favor an income tax or
an inheritance tax or any other sort of a supplemental revenue-
producing measure if I did not believe we needed some supple-
ment to our revenue. I had stated yesterday that, deducting
the appropriations for the postal service, our appropriations
for the Iast session for the year ending June 30, 1910, aggregated
$798,790,362.12. I had shown that our revenue from all sources
other than eustom-houses would aggregate not more than
$319,000,000, and the Senator from Rhode Island [Mr. ArorricH]
admitted that my estimate of revenue from other sources than
the custom-houses was rather more than less than it ought be.
I had shown: that we must raise, then, from. the custom-houses
or some other kind of taxation $479,790,362.12. It was at this
point that the Senator from Rhode Island yesterday questioned
the aecuracy of my computation. It was at this point that he
declared there should be deducted from this fund some $90,000,-
000, composed of an item of $60,000,000 to replace or to reim-
burse our sinking fund and $30,000,000 in order to make good
deposits which had been made by our national banks for the
purpose of redeeming or retiring their circulating notes.

I intend in a very few moments to give some eonsideration to
the item: of $60,000,000 for our sinking fund and $30,000,000 for
the retirement of our national-bank notes.

But it will be remembered that the Senator from Rhode Is-
land also said that the expenses of the Government from year
to year were notably and sensibly Iess than our appropriations
year after year. In this the Senator from Rhode Island is mis-
taken, if my information can be relied upon.

While I do not intend to go into the items just now, I am
having prepared a table showing the appropriations for the
years 1900 to 1906, inclusive. I will not come further down, be-
cause we do not secure a fair comparison if we enter those years
in which the appropriations have not yet been fully expended.

I ask leave to print as a part of my remarks a table showing
the appropriations in these six years and the expenditures of
the Government for these six years.

The VICE-PRESIDENT. Without objection, permission is
granted.

The table is as follows:

Total regular annual appropriations for fiscal years as follows:
1900-1901 $577, 438, 642, 88

1901-1902 605, 980, 355. 99
1902-1903 626, 573, 276, 55
1903-1904 620, 488, 686. 02
1904-1905_ 839, 700, 555, 18
1905-1906 673, 348, 314. 96
, 512, 865. 1
1906-1907 739, 512, 865. 16

Total expenditures as shown by report of the Secretary of the Treasury.

1900-1901 -- $590, 068, 371. 00
1901-1902 621, 598, 546, 54
1902-1903 593, 038; 904. 90
1903-1904 640; 323, 450. 28
1904-1905 725, 984, 945. 65
1905-1906 720, 105, 498, 5
1906-1907 —Z 736, 717, 582. 01

Mr. CUMMINS. This does not include permanent annual
appropriations or expenditures for such funds as sinking fund,
currency-redemption fund, and the like.

The very fact that every year we are called upon to
supply deficiencies in our appropriations ought to be a suf-
ficient answer to the suggestion of the Senator from Rhode
Island. I therefore take it as a matter established beyond
any reasonable doubt that for the year ending June 30, 1910,
we must have from the custom-houses or from an income tax
or from an inheritance tax or from a so-called “corporation
tax " the sum of at least $479,000,000.

I recapitulated yesterday eur reeceipts from the enstom-houses
for the last four years. I will not repeat that statement, save
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to say that for the year ending June 30, 1908, we received
$286,113,130. I suppose I might know, if I had been able to
get to the Secretary of the Treasury this morning, just how
much we had received for the year ending June 30, 1909, but I
have not been able to do so, and I therefore take the year 1908.

The estimate of the chairman of the Finance Committee,
made early in this matter, was that in the year ending June 30,
1910, the bill which is about to become a law, I regret to say,
would raise, if it applied to the imports of 1907, which was a
vear of extreme commercial and industrial activity, $8,000,000
more than was raised by the existing law. I accept his judg-
ment with respect to the operation of the bill that is about to be
passed upon the imports of the year 1907.

But I dissent from his judgment in other partienlars: First,
I do not believe that commercial activity will be as conspicu-
ous in the coming year as it was in 1907, and for that reason
his conclusions are well to be questioned. We have a better
guide than that. I have taken, as the test of the present law
upon the imports of the country, the experience of 1907 and
the experience of 1909. I am now speaking of the amount that
will be raised if we make no change in the law. I take the
first.five months of 1907 and the first five months of 1909.
There has been a gratifying increase in the receipts at the cus-
tom-houses for the year 1909—so much of it as has been spent—
as compared with the year 1908. It is due, as I believe, to two
causes—first, a renewed activity and partial recovery from the
depression of 1907 ; but it is due still more to the fact that im-
porters know that we are about to increase the duties upon
many things, and especially upon noncompetitive things, and
they are importing all they can in order to secure the benefit
of the lower rates of the Dingley law. I have not examined
the details of the importations, but I believe that to be the chief
reason for the larger imports of the last few months. - But I
nevertheless accept them, and accepting them, I find that for
the first five months of 1907 we received at the custom-houses
$140,111,014.26, and for the first five months of the present year
we received from the same source $133,826,712.98, :

In this connection, Mr. President, I beg to present, and ask
to have printed together with my remarks, a statement of the
customs receipts by weeks and months from January 1 to May
81, 1908 and 1909.

The VICE-PRESIDENT. objection, the table will
be printed in the RECORD.

The table referred to is as follows:

Rtatement of customs receipts by weeks and months, January 1 1o
May 31, 1908 and 1909,

Without

1908. 1909,

January: -

First week $5,388,660.24 $5,458,190,59
Second week 5,891,829,71 5,725,210.90
Third week 5,655,563,82 5,442,326.87
O e 6,337,552.28 7,193,142.40
Total for January. 23,271,605.05 |  23,818,570.26
broary:

! S 5,188,240.74 |  6,286,008.39
Second week 4,940,080.59 7,219,032.08
Third week 5,809,002.77 6,296,470,05
Fourth week........ e 6,638,508.11 5,720,8090.54

Total for February 22,475,031.21 25,472,410.08
arch:

P First week = 5,215,638.36 7,565,376.21
Second week. .. o 4,757,111.21 6,813,366.90
Third week 5,508,556.67 | . 6,978,472.08
Fourth week. 5,583,741.68 7,274,520,38

Total for March 21,155,047.92 |  28,631,736.47
1:

AIml“irs‘t week. 4,610,460.75 7,836,200.92
Second week_ -] 4,779,206.28 6,504,920.54
Third week 5,653,023.95 6,992,873.05

£: Fourth week 5,489,279.91 7,107 ,507.34

Total for April 20,562,060.89 28,081,600.75

May:

yZl?[r'a't week. 4,235,872.60 6,482,172.65

S d week. SR 4,998,860.50 7,074,865.75
Third week. 4,764,849,51 6,380,8387.87
Fourth week 5,415,233.15 7,934,719.67
Total for May 19,414,844.85 27,872,005, 44
Total for period, January 1 to May 81 ... 106,879,490.92 | 133,826,712.98
* Inerease for 1 26,947,222.06

The receipts for the five months ending with the month of May, 1907,
were $140,111,014.26. 1 - ] '

Mr., CUMMINS. Mr. President, upon comparison of this
table and of the statement that I have made, it will be seen that

for the first five months of the present year our receipis are
substantially 95 per cent of the receipts for a similar period for
1907. Therefore it is more than fair, as I think, in estimating
our revenue, assuming now that the Dingley law were to be
perpetuated, for the year 1910 that we shall receive 95 per cent
of the receipts of 1907. Applying that proportion, it will be
found that we can fairly expect from the custom-houses, upon
the hypothesis of the Dingley rates for the year I am consider-
ing, $315,621,696.

I now take the original estimate of the Senator from Rhode
Island as to the effective difference between the Dingley rates
in producing revenue and the rates of the bill under considera-
tion, and add that estimate to the receipts that I have just
mentioned, reached by the proportion indicated by the expe-
rience of the first five months of the year. I add $8,000,000 to
these receipts, and find that we may fairly expect during the
coming year a revenue of $£323,621,695 from customs. In order
to make both ends meet, if we are to come out at the end of the
year with no difference between our receipts and our expendi-
tures, we must have four hundred and seventy-nine million and
the odd thousands of dollars already mentioned. We therefore
must supplement these sources of revenue by additional taxa-
tion, which will accumulate how much? One hundred and fifty-
six million one hundred and sixty-eight thousand six hun-
dred and sixty-seven dollars and twelve cents. If we do not
create some revenue other than the law now authorizes, we
shall be, at the end of the year upon which we are about to
enter, $156,000,000 behind our expenditures authorized for the
same year.

This is not a matter which can be looked upon with uncon-
cern. The deficit, as we have already seen, has decimated our
surplus to such an extent that we dare not invade it further.
Therefore it is our duty here in some manner or other to raise
$156,000,000 by an additional form of taxation.

Ar. President, I have recapitulated this calenlation in a table
which I asgk be inserted as part of my remarks.

The VICE-PRESIDENT. In the absence of objection, per-
mission to do so is granted.

The table referred to is as follows:

Appropriations___

$1, 044, 401, 857, 12
Contracts authorized

S, P 26, 080, 875. 00
1, 070, 482, 732. 12

Total expenditures to be provided for______
Deduct appropriations for Panama
3 $37, 000, 000

234, 6927370

anal
Deduct appropriation for FPost-Office
Department

271, 692, 370. 00
798, 790, 362. 12

Estimated Internal-revenue taxes_._._ 250, 000, 000
Estimated public-land sales and mis-
cellaneous SOoUrees. o oo 64, 000, 000
Estimated customs recelpts_______—_ 323, 621, 695
_— 842, 621, 695. 00
Estimated deficlency on June 30, 1910___________ 156, 168, 667. 12

Mr. CUMMINS. Mr. President, the only way in which it is
attempted to reduce this deficit is by deducting $90,000,000
appropriated at the last session of Congress—$60,000,000 for the
reimbursement and use of the sinking fund and $30,000,000 in
order to make good the money that has been deposited in the
Treasury by the national banks and which has been covered
by the Treasurer, I do not say unlawfully—I think probably
he has the authority of law for it—but covered by the Treas-
urer into the general fund; that is to say, the Government of
the United States at this moment owes the national banks of
the United States more than $30,000,000, growing out of the
fact that those banks, in retiring their circulation, have de-
posited with the Treasurer this sum of money, which has not
yet been paid out by the Treasurer of the United States.

I want now to consider the sinking fund. There is a great
deal of misinformation with regard to our sinking fund. It is
perfectly apparent that the Finance Committee regards our na-
tional debt as a permanent institution, never to be paid off,
That is the only basis for deducting the $60,000,000 appropri-
ated at the last session. I am not going to enter this morning
upon a discussion of the general policy of the Nation, whether it
should or should not pay the national debt, but I do know that
up to this time Congress has refused to consider the national
debt as a permanent obligation, and has insisted from time to
time upon such measures as would ultimately extinguish it.
If Congress desires to change that pelicy, well and good; but
until it does change the policy neither the Finance Committee
nor the Treasurer of the United States can interfere with it in
the slightest degree.

Long ago Congress provided that all gold coin received at the
custom-houses should be held as a sacred fund for the extin-
guishment of the national debt and the payment of interest
upon it. Long ago Congress declared that there should be
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annually set aside a sinking fund of at least 1 per cent in order
to pay off our bonds as they might mature or as they might be
paid in the ordinary course of financial transactions. I was a
little bit in doubt with respect to the matter, for I confess I
have no great familiarity with the workings of the Treasury
Department. I therefore addressed a letter to the Secretary of
the Treasury upon the subject, which I now hold in my hand.

I say, once for all, that nothing that I utter here must be
construed into any criticism of the Treasury Department. If
the law has not been faithfully and accurately executed, it
is by reason of a long-established custom, concerning which I
see no great evil, but it is sufficient to say that, in addition
to the sinking fund which has been provided for by law, the
Secretary of the Treasury has authority to use any surplus
Tunds that he may have in hand, not necessary for the ordinary
expenditures of the Government, to retire or pay the bonds of
the United States. The law, however, does not give the Sec-
retary of the Treasury the authority, after he has used sur-
plus funds in that manner, to give to the sinking fund credit
for the money paid out; nor did the law intend so to do. It in-
tended that as an additional facility for the payment of the
national debt; and I agree that the Secretary of the Treasury
evidently thinks that he is complying, and the former Sec-
retaries of the Treasury have thought that they were com-
plying fully with the law when they, in a moral way, if not
in a legal way, charged up the payments made from the sur-
. plus to the sinking fund. I mean they regarded the sinking-

fund law as complied with.

I do not intend to read this letter in full. But construed
strictly—construed generously, I rather meant to say, because
I shall come to the other phase of it in a moment—but con-
strued in the way that Secretaries of the Treasury have con-
strued the law and ‘giving full credit, there is still a deficit in
the sinking fund at this time of $119,681,993.99. We are that
much behind in the sinking fund as it has been designed by
the law—I mean giving credit for the payment of the national
debt out of the surplus, and not alone out of the sinking fund.
Construed as the law is, the deficit in the sinking fund is
$593,000,000. If we had observed, as I think, with entire strict-
ness the law, we would have to appropriate and put aside for
the security of our national debt $593,000,000.

Mr. President, these things being true—and they are indis-
putable—it is not for any member of the Finance Committee
to say that he can deduct with one sweep of the pen $60,000,000
intended in part to reimburse the sinking fund.

Mr, DIXON. Mr. President

The VICE-PRESIDENT. Does the Senator from Iowa yield
to the Senator from Montana?

Mr. CUMMINS. I do.

Mr, DIXON. What are the provisions of law regarding the
sinking fund?

Mr. CUMMINS. As I understand, Mr. President, there are
two provisions. One provision requires the Secretary of the
Treasury to segregate all the gold coin paid at the custom-
houses for import duties to be held as a fund for the payment
of the interest upon the public debt and for the final payment
of the debt itself. When it is remembered that import duties
are payable only in coin, the effect of that can be very readily
appreciated. Further, there is a statute which provides that a
sinking fund shall be created of at least 1 per cent per year for
the payment of the national debt.

Mr. DIXON. One per cent of the customs duties?

Mr. CUMMINS. One per cent of the debt; that is, as I
construe the law, in addition to the segregation or separation
of the gold accumulated at the custom-houses for the same
purpose.

It will be remembered that that law was passed at a time
when the credit of the United States was not so secure as it is
now ; it will be remembered that it was passed at a time when
it was very doubtful—at least some people doubted—whether
we would ever be able to maintain the gold standard; and,
therefore, we wanted to assure our creditors that the gold that
was paid to us at the custom-houses upon imports would be used
for the purpose of extinguishing obligations that in themselves
were payable in gold coin. ;

Mr. SMITH of Michigan. Mr. President——

The VICE-PRESIDENT. Does the Senator from Towa yield
to the Senator from Michigan? :

Mr. CUMMINS. I do.

Mr. SMITH of Michigan. I think the Senator will also ad-
mit that it had just the effect which was intended; that it did
strengthen the credit of the Government and did enable us to
refund our bonds at a lower rate of interest than would have
been possible if this law had not been enacted.

The VICE-PRESIDENT. May the Chair suggest at this time
that it is very difficult for the reporters to hear questions when
Senators turn their backs upon the Chair. Waiving the ques-
tion of consideration for the Chair, when Senators face in the
other direction, it is very difficult for the reporters to hear
Senators. If Senators will bear that in mind when engaging
other Senators in debate and will so stand that the reporters
may hear their voices, it will make more certain correct report-
ing of inquiries,

Mr. CUMMINS. My, President, I assent to the suggestion
made by the Senator from Michigan [Mr. Smita]. It is very
timely and very sound. It did have just the effect that was
intended for it, and has always been a fortification to sustain
and defend the strength of the national credit; and I se¢ no
reason why we should depart from it in any sense at this time.
In the time when prosperity crowns all human efforts and when
the Nation is advancing with a rapidity never before seen, I
doubt the expediency of postponing the payment of the national
debt; but I will not discuss that question. I will not say what
I would do if it were proposed to postpone indefinitely the pay-
ment of our debt, as other nations have done the payment of
their debts. All I say is that we must for the present stand
firmly by the established order of things.

We must make appropriations to restore our sinking fund
to its due proportions, and, therefore, I object to that process of
bookkeeping that subtracts $90,000,000 from the appropriations
of last year, and which is bottomed upon the idea that it is not
necessary to make any provision of that kind.

The national currency fund I have already mentioned. I
repeat that, prior to the time that the Treasury Department
made its estimates for the last Congress, the debt of the Gov-
ernment to the national banks for money actually deposited
by them in the Treasury was more than $30,000,000. Therefore
the Treasury Department asked Congress to appropriate
£30,000,000 in order to enable it to make that payment; that is
to say, in order to enable it to use that fund to retire the circu-
lation as it came in in the natural course of business. 1 ask
at this point to insert the letter of the Secretary of the Treas-
ury as a part of my remarks.

The VICE-PRESIDENT. Without objection, permission is
granted.

The letter referred to is as follows:

TREASURY DEPARTMENT,
OFFICE OF THE SECRETARY,
Washington, June 2}, 1909,
Hon. ALpeErT B, CUMMINS,
United States Senate.

Sie: I have the honor to acknowledge the receipt of your communi-
cation of the 23d instant, relative to the sinking fund and the national
bank note redemption account, and in reply to advise you as follows:

THE SINKING FUND.

The act of February 25, 1862 (12 Stat., p. 365), contained in sec-
tion & 3 provision t_hlzll{ all duties on imported goods shounld be paid in
coin, and that the coin so paid should be applied, first, to the payment
in coin of the interest on the bonds and notes of the United States,
and, second, to the purchase or payment of 1 per cent of the entire
debt of the United States, to be made within each fiscal year, which
was to be set apart as a sinking fund, and the interest of which should
in like manner bhe applied to the purehase or payment of the public
debt as the Secretary of the Treasury should from time to time direct;
and the sixth section of the act of July 14, 1870 (16 Stat..e({:. 272),
also regulred that, in addition to other amounts to be applied to the
redemption or payment of the public debt, an amount equal to_the
interest on all bonds belonging to the fund should be so applied.
These provisions of law have been heretofore uniformly regarded as
imposing upon the Becretary of the Treasury the duty of meeting the
Eequlrements of the sinking fund out of the surplus revenues of the

overnment.

The estimated requirement of $60,000,000 for 1910 for the fund,
submitted to Con at its last session, is a charge against the fund
fﬁ‘{g ulmg:t year to met as conditions warrant, as shown further on in

etter,

Section 2 of the act of March 3, 1881 (21 Stat., p. 457), provides
that the Secretary of the Treasury may, at any time, apply the sur-
plus money in the Treasury not otherwise appropriated, or so much
thereof as he may consider Emper, for the purchase or redemption of
United States bonds, and that the bonds so purchased or redeemed
ghall constitute no part of the sinking fund, but shall he canceled.

A deficit ap{ears in the sinking fund at the close of the fiscal year
1908 of £549,383,647.68, yet up to that period the total debt had been
reduced $32,812,000 in excess of the sinking-fund requirement. The
deficit at the close of 1908 will be increased, however, in the current
year of 1909 by approximately forty-four millions, which deficit is more
apparent than real, for the following reasons:
Debt, less cash, on August 31, 1865 ______
Debt, less cash, on June 1, 1909________________

Reduction of the debt since August 31, 1865
Sinking-fund requirements to June 30, 1909 1, 845, 083, 956, 34

Sinking-fund deficit as of June 30, 1909____ 119, 681, 993. 99

Bo that, instead of an apgarent deficit in the fund at the close of
the year 1909 of approximately $593,000,000, if the act of March 3,
1881, had in terms permitted purchases and redemption of bonds for
the fund, instead of directing that such purchases should not be applied
thereto, the present deficit in the fund would be the sum of $119,681,000.

2, 756, 431, 571. 43
1, 030, 129, 609. 08

1, 726, 301, 962. 35
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It is apparent that all conditions must be favorable to enable the
Becretary of the Treasury to retire bonds for the sinking fund or to
make purchases under the act of March 3, 1881. The state of the
revenues, of the debt available for redemption or purchase, the market
value of securities, are all factors in determining the action of the See-
retary in executing the laws wholly or in part.

NATIONAL BANK NOTE REDEMPTION ACCOUNT.

The national bank note redemption account is controlled by section 6
of the act of July 14, 1890 (26 Stat., p. 289), which provides that a
national bank desiring to ret circulation and to withdraw bonds in
like amount shall deposit with the Treasurer of the United States an
amount sufficient to redeem such circulating notes, which sum is cov-
ered into the Treasury as a miscellaneous cash receipt, and the Treas-
urer of the United States redeems such notes from general cash in
the Treasury from time to time as they come into his possession,. reim-
bursement therefor being made to him from the apPro riation ereated
by =aid act, and the balance of such de ts remainin the Treasury
at the close of each month s repo the mon debt statement
as “ debt of the United States bearing no interest,” as required by law.
13?.]?2 Thalance of such deposits on June 1, 1909, amounted to $30,-

The estimate for redemption of the notes of the banks on this
ggcmmt fog the year 1010, submitted last year to the Congress, was

] v

Respectfully,

Mr. BRISTOW. Mr, President——

The VICE-PRESIDENT. Does the Senator from Iowa yield
to the Senator from Kansas?

Mr. CUMMINS. I do.

Mr. BRISTOW. As I understand from the Senator's remarks,
there is 1 per cent per annum of our national debt reguired to
be set aside as a sinking fund?

Mr. CUMMINS. That is what the law says.

Mr. BRISTOW. Then, do I understand that $90,000,000, or
$119,000,000 of that fund so accumulated, has been expended for
other purposes than the reduction of the national debt?

Mr. CUMMINS. Mpr. President, that is the effect of it. There
is another provision, however, which the Senator from Kansas
ought not to overloek, and that is that the 1 per cent provision
operates together with the command that the receipts of the
custom-houses shall be regarded as a sinking fund. The whole
subject can be very readily seen by the letter of the Secretary
of the Treasury, which shows a deficit of $119,000,000, construed
according to the payments that have been made upon the na-
tional debt as from the sinking fund, and $593,000,000 if we
exclude those payments which have been made from the surplus,
rather than the sinking fund.

Mr. BRISTOW. Now, may I inquire for what purpose was
~ this $119,000,000 expended?

Mr. CUMMINS. It was expended, I assume, by warrants on
the general fund. I am not able to say how the payments were
made. As a matter of fact, it is all bookkeeping. I assume that
the money is all in the same place. They keep a sinking-fund
account, and it is that account which shows the deficit that I
have endeavored to describe.

Mr. BRISTOW. Has the Secretary of the Treasury the right
under the law to appropriate that fund for other purposes—
for paying the current expenses of the Government?

Mr. CUMMINS. There may be a difference of opinion about
that. I am not willing to assert that the Seeretary of the
Treasury has violated the Mw in depleting the sinking fund.

Mr. SMOOT. Mr. President——

The VICE-PRESIDENT. Does the Senator from Iowa yield
to the Senator from Utah?

Mr. CUMMINS. I do.

Mr. SMOOT. The Senator certainly knows that the Sec-
retary of the Treasury has paid off or redeemed the indebted-
ness of the United States to a great deal larger extent than the
sinking fund ever amounted to.

Mr. CUMMINS. I do not agree to that.

Mr. SMOOT. The Senator does not agree to that?

Mr. CUMMINS. No.

Mr. SMOOT. I think, if he will investigate the matter, the
Senator will find that the debt has been paid off to a greater
amount than the sinking fund amounted to.

Mr. CUMMINS. The whole subject is fully explained in
the letter which I sent to the desk to be inserted in my re-
marks.

There is a mystery of bookkeeping about it which is not easy
to understand; but, as I have unraveled it, it is this: If the
national debt paid out of the surplus is considered, then the
Secretary of the Treasury claims that there have been $32.-
000,000 of the national debt paid in excess of the sinking-fund
requirement ; but when the table which you will see in his letter
is examined, it will be ascertained that, giving to the sinking-
fund account all the eredits which the Secretary does give to it,
there is a deficit of $119,000,000; and then he proceeds to say
that, if the bonds which have been retired by the surplus be
not counted, there is a deficiency of $593,000,000, or sub-
stantially that.

on

FRANELIN MACVEAGH,
Becretary.

Mr. BRISTOW. So there is an acknowledged deficit of
$119,000,0007

Mr, CUMMINS. There is, Mr. President, an acknowledged
deficit that it will require more than $60,000,000 to make good
for the present year. I am not going into the question as to
whether the Seeretary of the Treasury has complied with the
law or not. I only know that, if we intend to keep the sinking
fund intact, we need an appropriation of $60,000,000 that is not
to be used for the ordinary expenses of the Government and
not to be paid out for the other appropriations that are made,
and that, therefore, the Senator from Rhode Island has no war-
rant for the deduction of $60,000,000 in order to ascertain what
amount of money we should raise during the coming year.

Mr. BRISTOW and Mr. SMOOT addressed the Chair.

The VICE-PRESIDENT. To whom does the Senator from
Towa yield?

Mr. CUMMINS. I yield to the Senator from Kansas.

Mr. BRISTOW. Then, the estimate offered by the chairman
of the Committee on Finance does not take into account the
necessity of raising this $60,000,000 for the sinking fund?

Mr. CUMMINS. It does not.

Mr. BRISTOW. The law requires that $60,000,000 to be
raised, though, as I understand.

Mr. CUMMINS. It does; and more.

Mr. BRISTOW. Then I should like some member of the
Finance Committee to explain why it is that they arbitrarily
deduet $60,000,000 from the money required according to law
in making this estimate.

Mr. CUMMINS., There is no reason——

Mr. SMOOT. Mr. President——

The VICE-PRESIDENT. Does the Senator from Iowa yield
to the Senator from Utah?

Mr. CUMMINS. If the Senator from Utah desires to explain
now, rather than at some other time, I gladly yield to him.

Mr. SMOOT. I have no desire—

Mr. BEVERIDGE. I think it would be a good thing to have
that explained right now, if the Senator from Iowa will permit,
if it can be explained.

Mr. CUMMINS. I am quite willing that the Senator from
Utah shall explain it. First, I should like him to explain why
the Treasury Department asked for an appropriation, and to
what use the Treasury Department intends to put the appro-
priation?

Mr. SMOOT. I suppose that every Senator knows that these
appropriations are made every year; but they are never paid
out; they are never calculated in the amount of money that we
are to raise from any source, because they are not to be paid.
I do not believe that the Senator from Iowa, upon the floor of
the Senate, would insgist that that amount of money should be
taken out of circulation in this country, put into the Treasury as
a fund, and held there for the purpose of redeeming the in-
debtedness of the United States. Do I understand that that is
his position, and that he would do so?

Mr. CUMMINS. The Senator from Utah confounds two per-
fectly distinct things. The money would not be taken out of
circulation any more than it would be taken out of circulatior
if it were used for the payment of the ordinary expenses of the
Government. What I say is that the Government has no right
to use this fund for the payment of its ordinary expenditures,
but it must keep it on deposit in the banks, or in other secure
places, in order that it may be used if it becomes necessary in
the payment of the national debt.

AMr. BEVERIDGE. $So that if it was kept on deposit in the
banks, it would, of course, be in circulation—in the most per-
fect method of eirculation.

Mr. CUMMINS. Precisely.

Mr. BATLEY., Will the Senator from Iowa permit me for a
moment?

Mr. CUMMINS. Certainly.

Mr. BAILEY. The provision for which the Senator from
Utah [Mr. Smoor] contends would result in exactly the oppo-
site of what he seems to desire. The Senator from Iowa is
right. Under the law, the coin collected from customs duties
is set aside, to be applied, first, to the payment of the interest
on the public debt; next, to the payment of a part of the na-
tional debt; and the balance is then covered into the general
fund of the Treasury. If that law is obeyed, this money could
not be in circulation, but would have to be held; whereas if it
is not obeyed, it goes into circulation exactly like the payments
as interest.

Mr, SMOOT. In answer to the Senator from Texas, I will
say that I think the Treasury Department hold now that they
have paid over $£30,000,000 more in redeeming the indebtedness
of the United States than the redemption fund amounts to,

(1
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Mr. CUMMINS. Mr. President, it is quite true that the
Treasury Department makes that claim. That is solely because
it has used, at times, money for the payment of the debt that
has not been accumulated for that purpose. That, however, does
not in the least degree relieve the Treasury Department from
the maintenance of the fund. Even giving the Treasury De-
partment the benefit of its own construction, the fund is now
depleted by $119,000,000; and charging it with the construction
that T know the law must bear, it is depleted to the extent of
$593,000,000. There is no question about that. The money is
held there just as all other moneys are held in the various de-
positories of the country.

Mr. OVERMAN, My, President— :

The VICE-PRESIDENT. Does the Senator from Iowa yield
to the Senator from North Carolina?

Mr. CUMMINS. Certainly.

Mr. OVERMAN. I desire to inquire how long this violation
of the law, in diverting the fund which should go to the sinking
tund in order to pay the ordinary expenses of the Government,
has been going on?

Mr. CUMMINS. I have not examined the books of the Treas-
ury, but the practice that I have mentioned has been going on
for a great many years.

Mr. PAGE. Mr. President——

The VICE-PRESIDENT. Does the Senator from Iowa yield
to the Senator from Vermont?

Mr. CUMMINS. I do.

Mr. PAGE. I should like to ask the Senator from Iowa to
explain to us a little more in regard to the $30,000,000 held to
the credit of banks.

Mr. CUMMINS. Mr. President, I shall be very glad to do
that so far as I can. I assume that all Senators know that
when national banks desire to issue their notes as money or as
circulation, they are compelled to deposit in the Treasury of
the United States bonds of the United States to secure the ulti-
mate redemption of the notes they issue. When a bank desires
to lessen its circulation, or retire any part of its circulation, it
is compelled to deposit in the Treasury of the United States the
money for the retirement of the notes and the release of the
bonds. The Treasury holds that money; and as these notes,
which ecirculate from Maine to Texas, come into the subtreas-
uries or the depositories of the United States, they are arrested
and sent to the General Treasury of the United States, and
when they reach the Treasury of the United States they are
destroyed.

The money which the banks throughout the country had de-
posited with the Treasury of the United States at the time the
Treasurer made his last estimate and asked for this appropria-
tion, and which had not been used for the purpose of retiring
these notes, amounted to more than $30,000,000. That is a
debt that is due from the United States to the several national
banks. In order to keep that account good, the Treasury De-
partment asked that an appropriation of $36,000,000 be made,
in order to enable it to make the payment without further de-
pleting its already sadly depleted general balance.

Mr. PAGE. Mr. President—

The VICE-PRESIDENT. Does the Senator from Iowa fur-
ther yield to the Senator from Vermont?

Mr. CUMMINS. I do.

Mr. PAGE. The Senator is undoubtedly right in the state-
ment of his general proposition. But, as a matter of fact,
when a bank liquidates, it must pay back into the Treasury,
in order to release its bonds, the full amount of its outstand-
ing circulation. For many, many years it has been understood
that the circulation of the banks has, year by xear, been de-
stroyed. It has been burned up; thousands and perhaps mil-
lions of dollars have gone to the bottom of the sea. While it
is really a debt the Government owes to the national banks,
nevertheless, under the national-banking act, the national bank
does not get the benefit of the destruction of its own notes; but
the Government is entitled to that profit.

Mr. CUMMINS. I am not talking about the loss of notes.
I am talking about the redemption of circulation.

Mr. PAGE. But the Government does not have to redeem a
bank note that is at the bottom of the sea or that has been
burned up.

Mr. CUMMINS. Mr. President, this appropriation is not
made to make good any losses that may occur by accident. It
is made solely to enable the Government to redeem notes that
the banks desire to retire. Suppose a bank with a circulation of
$100,000 comes to the conclusion that it only wants $50,000 of
circulation ; and therefore it deposits with the General Govern-
ment $50,000, and says: “ Retire our notes to that extent.”
These losses that may occur by accident merely are negligible.
The Government is under no obligation with respect to them;

and no appropriation has ever been made to reimburse the
Government for any such thing.

Mr. PAGE. But perhaps the loss is not negligible, if there
have been $30,000,000 of losses. While this is a debt in fact,
as a matter of fact it may be further said that it is a debt the
Government never expects to pay, and never will pay, because
it will not have to redeem notes that do not exist. I may be
wrong about it; but that is my idea of the condition.

Mr. CUMMINS. The Senator from Vermont is wholly wrong
with regard to the purposes of the appropriation. He is en-
tirely right with regard to his analysis of the relations between
the Government and the banks with respect to notes that may
be lost by casualty.

Mr. NELSON. Mr. President——

The VICE-PRESIDENT. Does the Senator from Iowa yield
to the Senator from Minnesota? 3

Mr. CUMMINS. I do.

Mr. NELSON. Mr. President, I should like to see if T un-
derstand the Senator from Iowa. Do I understand him that,
giving to the tariff bill credit for all that the Senator from
Rhode Island claims for it in the way of revenue, we shall
need $150,000,000 more, aside from what the bill will produce,
taking his figures for it?

Mr. CUMMINS. We shall need $156,168,667.12.

Mr. NELSON. And the theory is that we must provide for
that outside of the tariff bill? Is that the contention of the
Senator from Iowa?

Mr. CUMMINS. That is my proposition.

Mr. NELSON. That we must provide in some way for $150,-
000,000 extra, beyond what we can get from the tariff bill and
from our internal-revenue income?

Mr. CUMMINS. That is what we shall need.

Mr. PAGE. Mr. President——

The VICE-PRESIDENT. Does the Senator from Iowa fur-
ther yield to the Senator from Vermont?

Mr. CUMMINS. I do.

Mr. PAGE. The suggestion I wish to make to the Senator
from Iowa is that while this debt may be due upon the books
of the Treasury Department, it is a debt which will never have
to be paid. Consequently, it seems to me that it is unnecessary
that we shall provide for it in our annual appropriations, ex-
cept for the purposes of bookkeeping.

Mr. CUMMINS. The Senator from Vermont is, I think, in
error in his conclusions. It is a debt that must be paid. I
will put to him this illustration, and I think he will then see
very clearly that I am right.

Suppose that on the 1st day of last January the Govern-
ment had not one cent in its Treasury and the banks had de-
posited with it $30,000,000 to retire their circulating notes as
they eame in. It was, of course, the duty of the Government to
pay those notes out of the money the banks had deposited. Sup-
pose the United States had not a cent, but had used up all its
resources, its money, its general fund. The Senator from New
Jersey suggests to me that if the Government did not have any
money the banks would not have any. That, however, is a very
false conclusion. There have been a great many occasions upon
which the banks had money when the Government had none at
all, save a debt upon which it did business. But I recur to the
suggestion of my friend from Vermont: How would the Govern-
ment get the money to retire those notes as they came in?

Mr. PAGE. But they wonld not have to be retired if they
have been destroyed.

Mr. CUMMINS. They have not been destroyed. They are a
part of the circulating medium of the country, and the banks
want to reduce that circulating medium.

Mr. PAGE. But the facts are these, if I may be allowed: It
is known that from year to year a certain percentage of these
bank notes are desiroyed, and that they never will come in for
redemption. Consequently, it is not necessary that they be pro-
vided for by a special act.

Mr., CUMMINS. The Senator from Vermont is pursuing a
wholly different subject from the one I have under considera-
tion. I am not considering the loss of notes by destruction by
fire, by shipwreck, or by any casualty of that sort. I am con-
sidering the case—and that is the only purpose of this appro-
priation—in which the national banks of the country have
said: “We want to reduce our .circulation $30,000,000.” They
have the right to do it; but upon what terms? By depositing
$30,000,000 with the Treasury of the United States. As those
notes come into the possession of the Government, in the ordi-
nary course of affairs, the Government is under obligation to
pay the holders of the notes the money they call for; and this
appropriation is to enable the Government of the United States

to do that thing. It is true that instead of taking the specific

money we raise by this appropriation the Government may take



3964

CONGRESSIONAL RECORD—SENATE.

Juxe 30,

«any other money that it has. But if it has none, if its general
balance is already depleted as far as safety will permit, then we
Jnust raise the money to put the Treasury in possession of
sufficient funds to make the redemption.

Mr. PAGE., Will the Senator yield to me for just a second?

Mr, CUMMINS. Yes.

Mr. PAGE. I simply wish to reiterate what I have said. I
am not sure that I am not mistaken about the proposition, but
my understanding of the matter is that while the Government
technically owes this $30,000,000, it can depend to a certainty
upon the fact that the $30,000,000 will never be asked for, be-
cause it has been destroyed.

Mr. CUMMINS. In order that I may be fortified and that
we may, at least, have an end of this sort of discussion, I will
-ask the Senator from Utah whether the purpose of ‘this appro-!
priation is to make good losses of notes by fire and other
casualties?

Mr. SMOOT. That is mot the purpose of the appropriation.
I will say, however, that no doubt the actual results may be as
ithe Senator from Vermont states as to a limited amount, but
not as to the $30,000,000. There are, no doubt, many millions
of dollars that are destroyed that the Government will never
have to pay for; but in making the appropriation that is never
taken into consideration. !

Mr, OCUMMINS. Mr. President, the Senator from Minnesota
J[Mr. Nersox] seemed to be somewhat astonished when I said
that our shortage at the end of the next year will be $156,000,-
000. It is, however, not very different from the shortage that
was acknowledged by the Senator from Rhode Island [Mr.
(ArprrcH]. It is practically the same amount, except that the
Senator from Rhode Island deducted the $60,000,000 for the
sinking fund and the $30,000,000 for the national ecurrency,
which, as you will observe, reduces the deficit to about
#£66,000,000. And you will remember that the Senator from
Rhode Island admitted that we shall have a deficit at the end
of the coming year of more than $45,000,000—nearly $50,000,000,
a8 I remember, I can not reeall the exact figures, but my mem-
-ory is that he said $49,000,000 at that time.

Having considered with, I think, altogether too much length
the year 1910, I now pass to the year 1911. How will it be at,
the end of the year 19117 We have here, of course, no certain
basis, as we had for 1910, with respect to the appropriations,
for the appropriations for that year are yet to be made.

There is a suggestion :that there will be great reductions in
ihe appropriations for the year 1911. I -will ask Senators—
and I put them upon their honor—with respect to their con-
wictions upon this proposition. How much less do you believe
the appropriations for the year 1911 will be than .we have al-
ready appropriated for 1910? I hope, and I hope earnestly, that
the spirit.of economy that seemg now to-so completely animate
ihe Finance Committee and others who are in favor of no sup-
plemental revenue will be carried to its proper end. I want to
see the Government economically administered. I will join in
every effort made to reduce the expenditures of the Government
that will not cripple its energies or prevent it from performing
those functions that are necessary to the welfare of the people.
I should like to see some of the large salaries reduced. I
should be willing to join other Senators in reducing -every
salary of the Government that is more than $1.500. But we

_ will not reduce those salaries. There is just now—and I am glad
10 see it—a spirit in Washington that indicates that a man must
do a day's work for a day’s pay. You have all seen that spirit
rise and spread and disappear like the mist before the morning
sun. And I do not expect that in the future the Government
will receive much more service for the same pay than it has
been receiving in the past.

I know that some millions of dollars can be saved. But they
are very, few millions, when compared with the enormous ex-
penditures that are absolutely necessary. I have seen some sug-
gestion that the appropriations for the army and the navy may
be reduced. I hope they may be reduced. But the suggestions I
have seen relate rather to a postponement to some other day
than to a permanent reduction of the establishments themselves.
I have sometimeg thought that the propositions for reductions
in the army, in the navy, and in the civil establishment ecan
be traced to the same source that was yesterday uncovered by
the Senator from Rhode Island, when he declared that the pur-
pose of this amendment is simply to defeat the income-tax
amendment, -

I can understand with -what industry and energy some men
are now preaching economy and reform in order to be enabled
to say the Government needs no revenue from an income tax.
I do not believe the appropriations of the next year will be less
#han the appropriations of the last year. I believe they will

be more than the appropriations of the last year. And if every
Senator who believes with me upon that proposition will vote
for the general income tax, it will be carried by an overwhelm-
ing majority.

Mr. President, with reference to the history of the appropria-
tions, I desire at this point to introduce a table showing the
appropriations made by the Government of the United States
from the year ending June 30, 1899, to the year ending June 30,
1910. We :shall be no better off next year than we have been
this year. The character of human nature has not materially

The wants of the Government have not been lessened
sensibly. And it is idle talk to resist the measure now before
Congress, and for which I am speaking, by the suggestion that
we shall greatly reduce the expenditures of the -Government.

We began for the year ending 1809 with an -expenditure .of
$893,000,000; but that was partly war expense. The next year
it 'was $674,000,000, which was a normal expense for that time.
And last session we closed the periodl of a little more than a
deeade with an appropriation of $1,044,000,000—a steady, regu-
lar increase.

I know we have been extravagant in some things. But ihe
:man who hopes that the Government of the United States ean
be administered for very much less money than we have ex-
pended in the past is but pursuing an idle and foolish dream.
It .can not be done.

Mr. PERKINS. With the permission of the Senator, I swill
say that in making these appropriations the Committee on Ap-
propriations have ouly granted about T0 per cent of the esti-
mates made by the different departments of the Government,

Mr. CUMMINS. I am very glad the Senator from California
has called our attention to that fact. While I know that the
money -has not always been expended with wisdom, with care,
and with frugality, I believe the several Committees on Appro-
priations have not appropriated a penny that they did not be-
lieve to be necessary for the eareful maintenance of the Goy-
ernment.

It will be observed that we have increased our appropriations
in these ten years nearly $400,000,000. And why? Because the
‘Government itself is expanding to meet the neeessities of a
mighty age; because we have found it necessary to do many
things that we never did before. Governments are organized to
care for the welfare of the people; and just so long as the
puissant forces of wrong and injustice continue their ravages
upon a defenseless people, just so long must the Government
extend its protection.

And it -extends its protection and defense only with the ex-
penditure of increasing sums of money. Therefore let us not
deceive ourselves with the suggestion that-we shall not need
additional revenue because we shall be economical. I hope we
shall be. Let us make every man who gerves the Government
give it the full value of the compensation he receives. But we
shall never go below the millions that are now required for our
establishment, and ae shall go beyond that sum from year to

ear.

2 Mr. DIXON. Mr. President——

The PRESIDING OFFICER (Mr. Joxes in the chair). Does
the Senator from Iowa yield to the Senator from Montana?

Mr., CUMMINS. Certainly.

Mr. DIXON. The Senator is also aware that the carrying
out of the new programme for inland waterway development
has not yet been begun.

Mr. CUMMINS. I am coming to that in a minute. T ask to
‘have inserted as part of my remarks a table showing, year by
year, the appropriations for the last twelve years.

The PRESIDING OFFICER. Without objection, leave will
be granted.

The table referred to is as follows:

Table showing the annual appro tions from the year ended June 30,
1899, to the year d June 30, 1910, inclusive.
1898-189¢ /893, 231, 615. 55
1899-1900 674, 981, 022, 29
1900-1901 710,150, 862, 88
1801-1902 e 730, 338, B75. 99
1902-1903 800, 624, 496. 55
19031904 753, 058, 506. 02
1904-1905 781, 172, 8375. 18
1905-1906 “B20, 184, 634. 96
1606-1907 879, 589, 185. 16
1907-1908 920, T98, 143. 80
1808-1909 1, 008, 397, 543. 56
1909-1910. 1, 044, 401, 857. 12

AMr, CUMMINS. At the same time, and in connection with
this table, I offer a table showing the receipts at the custom-
houses for the same period, in order that the receipts there may
‘be compared with the growing expenses of the Government.

The PRESIDING OFFICER. Without objection, leave will
be granted.
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The table referred to is as follows:

Table showing the receipts at 1he custom-houses r by year from the

year eaded June 30, 1898, to the year ended June 30, 1908,
1898 §149, 575, 082
1 R e , 128, 482
1900 233, 164, 878
1901 238, 585,
1002 254, 444,
1908_______ 284, 479, 582
1904 274,
1005 261, T98, 857
1908 300, 261, 8T8
1907 332, 233, 363
1908 286, 113, 130

Mr. CUMMINS. I now come to the point suggested by the
Senator from Montana [Mr, Dixox].

In the $1,044,000,000 that we appropriated last year, not a
penny was appropriated for the improvement of our waterways,
except as it was necessary to carry on projects or contracts
already in existence. Not a penny was appropriated for broad-
ening and widening the facilities we must present to a growing
commerce and a burdened people—burdened by reason of exces-
sive charges upon the part of our land transportation companies.

The improvement of our waterways is one of the greatest
questions that will be presented to the American Congress in
the years to come. Already the people are thoroughly aroused
upon it. Already they are demanding, in every form in which
people can speak, that their waterways shall be improved so
that they may bear their share of the burdens of commerce.
And Congress can no more refuse to listen to this demand,
which grows louder and more intelligent with each increasing
year, than it can refuse to listen to the demands that are made
for appropriations for the ordinary governmental facilities.
And what will we do?

Mr. OVERMAN. Mr. President——

The PRESIDING OFFICER. Does the Senator from Iowa
yield to the Senator from North Carolina?

Mr. CUMMINS. Certainly.

Mr. OVERMAN. T also desire to suggest that there are mil-
lions of dollars of just claims against the Government that the
Government ought to pay.

Mr. CUMMINS. Well, Mr. President, last session I spent a
few minutes in the Committee on Claims; and if the amount of
the just claims bears any proportion to the magnitude of the
claims presented, the increased revenue I desire will not be
sufficient to meet the demand.

However, I have not gone into the subject of claims., I am
speaking of the things that are sure to come. It is just as cer-
tain that next session, and the session after, and the session
after that, we shall be compelled to appropriate large sums for
the improvement of our waterways, as it is that time shall go
on; and if we do not, we shall be false to our highest duties as
the representatives of a great and growing people. More than
that, at the last session not a penny was appropriated for any
publiec buildings, except to carry on contracts already made or
to complefe buildings already in course of construction.

This country can not do without public buildings. It is idle
for any man to suggest that we will pass along in the next few
years without appropriating anything for public buildings.
Year by year, in accordance with the dignity of the Nation and
the needs of this people, our buildings will not only multiply
in number, but they will increase in the expensiveness of con-
struction.

Mr, DIXON. Mr. President——

The PRESIDING OFFICER. Does the Senator from Iowa
yield further to the Senator from Montana?

Mr, CUMMINS. I do.

Mr. DIXON. I merely call the attention of the Senator from
Towa to the fact that this great programme for economy we
have heard here has already resulted in cutting off the ap-
propriations for various commissions that President Roosevelt
inaugurated for the conservation of the great natural resources
of the country.

Mr. BEVERIDGE. And for the execution of the law.

Mr. DIXON. And for the execution of the law.

Mr. CUMMINS. I was about to reach that point. I know
there is a spirit abroad that the Government shall no longer
look into the wants of this people. I know there is in some
quarters a spirit that we have already done quite enough for
these people, and that we ought to return to the old established
form in which the Government gave no attention to the new
conditions which constantly arise. The Senator from Wis-
consin [Mr. La Forrerre] not long ago painted with a glowing
brush a picture upon which every Senator ought from time to
time to look. It is a picture of revolution in industry. It is
a picture of the new force entering American life and American
business. It is a picture which is simply a prelude to industrial
commercial slavery unless the Government intervenes with its

strong arm, and it can not intervene unless it has the informa-
tion necessary to enable it to act intelligently and wisely.

Therefore there must be from day to day, and from year to
¥year, a continuous investigation of these new conditions in
order that we may preserve all that is good in the old and sup-
plement its weakness by all that is strong in the new. These
offices or functions on the part of the Government will require
from year to year increased sums of money, but these sums of
money will return to the people a higher and a surer dividend
than any that may be appropriated by Congress or expended
by the Government in its ordinary affairs.

Mr. BEVERIDGE. Mr. President——

The PRESIDING OFFICER. Does the Senator from Towa
yield to the Senator from Indiana?

Mr. CUMMINS. I do.

Mr. BEVERIDGE. While the Senator is upon the subject of
a new issue of economy will he take into consideration the
fact that one of the first subjects of that would be to cut out
the appropriations that Congress has found it necessary to make
to aid in the enforcement of the laws against lawbreakers who
formerly escaped and also to investigate their lawbreaking?
That would be a retrenchment which would be a pretty expen-
sive economy to the American people in the end.

Mr. HEYBURN. If the Senator from Iowa will permit me
to ask the Senator from Indiana a question, Where are these
crimes being committed to which the Senator would apply this
liberal fund? I ask for information.

Mr. BEVERIDGE. There have been several appropriations
for the Department of Justice and various other departments to
use in ferreting out and procuring evidence to establish what
everybody knew to be the commission of crime against the
laws.

Mr. HEYBURN. Where do they exist?

Mr. BEVERIDGE. The Senator asks me a question and I
am trying to answer. A very celebrated case has just been
concluded in St. Louis. A sum of money went for that. Does
the Senator from Idaho grudge the money that went for it?

Mr. HEYBURN. 1 desired to know for information if the
Senator has discovered some nest of crime he wanted to ex-
pend money on.

Mr. BEVERIDGE. I have not, but they are more frequent,
I will say, than I myself would like to see. The Senator knows
where they have existed. The Senator knows about the prose-
cutions that have been conducted. The Senator knows about
the great case just concluded in St. Louis. The Senator knows
the prosecutions against law violators that have existed for
some years.

Mr. HEYBURN. For half a century. .

Mr, BEVERIDGE. I do not care to divert the Senator from
Iowa to call the Senator's attention to that; but one of the first
things in this issue of economy might possibly result in the
reduction of those appropriations for the Department of Jus-
tice, the Department of Commerce and Labor, and the Interior
Department, perhaps. I do mot know whether the Senator
thinks that would be a reduction that would be in the interest
of the American people and of sound public policy.

Mr. HEYBURN. I owe the Senator from Iowa an apology;
I did not intend to divert him so far; but it seemed to me there
was an implied slander upon the decency and law-abiding char-
acter of the American people in the statement that we must
provide a vast fund for punishing erime. It did not just strike
me as being appropriate.

Mr. CUMMINS. Mr. President, I do not desire to slander
the American people or American institutions.

- ?ﬁr HEYBURN. I was referring rather to the Senator from
ndiana. -

Mr. CUMMINS. I had not spoken, either, of any vast fund.
But I recur to my former proposition, that every year will find
its new duties to be assumed and performed by the American
Government; and I care not how economical we may be, greed,
avarice, lust for gold and wealth will present day by day their
new demands upon the Government for the protection of their
victims. If we do not intend to make our Government as strong
and good in the future and to meet the conditions of the future
as well as the Government has met the conditions of the past,
we might just as well abdicate, because there is no chaos so
unfortunate and so merciless as the chaos of organized wrong
without a government strong enough to repress it.

I am only mentioning these things because they are familiar
to all Senators. There is not a Senator here but who knows
that the Government must go forward with the development of
the times. It can not, without confessing its inndequacy, say
that we will expend no money fo do more than we have already
attempted to do. I do not care at this moment to enlarge upon
it. I have only pointed out these things to make it absolutely
sure to Senators that you will not appropriate less next year
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than you appropriated for the year upon which we are just
entering.

There is no Senator here who believes we will. On the con-
trary, I think I can appeal confidently to their good judgment
and intelligent comprehension of the subject when I say—and I
want now the attention of the Finance Committee for a mo-
ment—that, deducting the postal appropriations, there is no
Senator who can conscientiously say that we will appropriate
next year less than $810,000,000. That discards the $30,000,000
for the redemption of currency, because I do not believe we
will need that sum appropriated again next year, for when
this account is once made good, if the books are kept right and
the law is observed, it will remain good. We will appropriate
not less than $840,000,000, and that includes a very meager
allowance for the improvement of eur waterways, a very meager
allowance for the great commerce of the country, and a very
meager allowance for our public buildings. Keep in your
mind the figure—§840,000,000. And what will we have to pay
it with? We will have an internal revenue under the present
plan of not more than $260,000,000.

Mr. MONEY. Mr. President——

The PRESIDING OFFICER. Does the Senator from Iowa
yield to the Senator from Mississippi?

Mr. CUMMINS. I do.

Mr. MONEY. I would be glad to ask the Senator from
Towa, when he says we will expend $840,000,000, upon what
he bases that estimate? The amount is $1,042,000,000 for the
next fiscal year. -

Mr. CUMMINS. Perhaps the Senator from Mississippi did
not understand that I deducted from that the postal appropria-
tion of about $240,000,000, and I have also discarded the re-
ceipts from postal sources, and included only the regular, steady
deficiency that we make up every year. Eight hundred and
forty million dollars, in other words, does not include any appro-
printion for the Iost-Office Department.

Mr. MONEY. Then it does not include, of course, any rev-
enue derived from that department?

Mr. CUMMINS. It does not. The other side of the calcula-
tion does not include any revenue derived from that source.
I am willing to swell our customs receipts to $340,000,000. The
most optimistic of the friends of this measure, it seems to me,
can not claim that we will raise more than $340,000,000 from
this source. We never raised more than $300,000,000, save in
one year. In the year 1907 we received $332,000,000 from
customs revenues. The next year we went down to $286,000,-
000. This year we rise to about $300,000,000, and I have said
that in the ensning year we will receive $320,000,000. I am
willing to say that for the year after that we will receive
$£340,000,000.

What is the result? At the end of the year 1911 we will have
received $175,000,000 less than we will have expended or appro-
priated. I will deduct from that now the $30,000,000, and it
will leave the deficit $145,000,000. There is no strength of
hope, there is no enthusiast who can, as it seems to me, reduce
that deficit one penny below the amount I have suggested. It
includes, of course, the $60,000,000, or enough to make still
another addition to our sinking fund.

Mr. NEWLANDS. Mr. President—

The PRESIDING OFFICER. Does the Senator from Iowa
yield to the Senator from Nevada?

Mr. CUMMINS. I do.

Mr. NEWLANDS. I understood the Senator to say that our
expenditures for the year after next would be about $840,000,-
000, and that in that estimate he made very meager allowance
for the improvement of our waterways and for public buildings.
I ask him what allowance he made for each of those items in
that estimate?

Mr. CUMMINS. In that estimate I have allowed about

$50,000,000 for both.

Mr. NEWLANDS. Not enough by about $40,000,000.

Mr. CUMMINS. I agree with the Senator from Nevada that
we will probably appropriate more, that we ought to appropriate
more, but I am endeavoring to present a statement here so con-
servative that it will command the attention of Senators and
will give them some reason to think, and not to plunge on, as
we have been doing, into sure and certain disaster.

Mr. HEYBURN. Mr. President——

The PRESIDING OFFICER. Does the Senator from Iowa
yield to the Senator from Idaho?

Mr. CUMMINS. I do.

Mr. HEYBURN. It occurs to me that in the suggestion which
has been repeatedly made by the Senator from Nevada, that
we should include in the consideration of this measure the rais-
ing of a fund sufficient fto carry out the plan suggested by the
Senator from Nevada in regard to the inland waterways, and
so forth, he certainly must have lost sight of the fact that we

could not with any propriety provide for the raising of money
to meet conditions that do not exist or are not provided
for by existing law. Suppose we were to raise $50,000,000 or
$100,000,000 under or pursuant to the legislation now being en-
acted, and it might lie in the Treasury of the United States
five years, and be collected during that time before the legisla-
tive department of the Government will provide for its ex-
penditure and provide the means and the methods of carrying
out this plan. Does it appeal to the Senator from Nevada or
to the Senator from Iowa as a proper method of carrying
on the Government to raise a large sum of money in anticipa-
tion of a law that may never be enacted or the terms of which
are as yet merely in the imagination?

Mr. NEWLANDS rose.

Mr. CUMMINS. I will yield in a moment to the Senator
from Nevada to make any response to that suggestion he may
desire, but I answer it in this wise: We have not appropriated
anything for the army for 1911, we have not appropriated
anything for the navy in 1911, or for any establishment, and
we are under exactly the same moral obligation to carry for-
ward the improvement of our waterways already begun, already
outlined, that we are to sustain the army or the navy. I say it
in the eyes of the whole world, if I had to take my choice between

| the army, as it is now established, and the improvement of the

waterways, I would take the waterways all the time.

Mr. LODGE. Mr. President——

The PRESIDING OFFICER. Does the Senator from Iowa
yield to the Senator from Massachusetts?

Mr. CUMMINS. I do.

Mr. LODGE. BSurely the Senator draws a distinction be-
tween existing law which requires an expenditure, which has
to be made unless the laws are repealed, and expenditures un-
der a law which has never been enacted.

Mr. CUMMINS, Mr. President, I do draw distinction be-
tween laws which are yet to be passed and laws which are
already passed. What I say is that we are now providing for
the future, and I repeat, while there is a law establishing an
army we can disband it if we desire.

Mr. LODGE. We can repeal any law.

Mr. CUMMINS. Certainly.

Mr. LODGE. But the laws are on the statute books.

Mr. CUMMINS. And we have had appropriations for the
improvement of our waterways. They are simply appropria-
tions from year to year.

Mr. LODGE. You mean the river and harbor bill?

Mr. CUMMINS. I am speaking of the river and harbor bill.
I call them comprehensively the improvement of our water-
ways. We are under just as much obligation to provide the
money that is necessary to carry on that improvement as we
are to provide money to maintain the navy or the army.

Mr. LODGE. The Senator takes that view about the river
and harbor bill, but I have seen them put over again and again
with spaces of two or three years between them. Congress is
not bound to make the appropriations, the Senator will find ont.

Mr. CUMMINS. I have no doubt that is true, and there may
have been river and harbor bills that ought to have been post-
poned or ought to have been defeated. I am simply speaking
of a great enterprise into which the United States Govern-
ment has entered.

Mr. LODGE. If the Senator will allow me, I understand that
entirely. My only distinetion is that there are laws upon the
statute books requiring certain expenditures which have to be
made and for which the Government is responsible until the
law is repealed, but about waterways and rivers and harbors
laws requiring an expenditure do not have to be made,.

Mr. CUMMINS. I appreciate the difference between the two
things as suggested by the Senator from Massachusetts: but I
wonder if he means because we have no laws which command
the improvement of our waterways or create an obligation for
the prosecution of the work, therefore we ought not to raise
any revenue that may be devoted to that end.

Mr. LODGE. Not at all, Mr. President. I do not mean to
say that they are not proper expenditures. What I mean to say
is that in making a calculation you calculate what it is neces-
sary to be spent under existing law, and then the other things
are provided for as Congress appropriates for them,

Mr. CUMMINS. Precisely; but Congress must appropriate
for them.

Mr. LODGE. We appropriated money for the Panama Canal
and borrowed money for that purpose.

Mr. CUMMINS. Congress can not appropriate money unless
it had the revenue out of which to pay any appropriation which
might be made,

Mr. LODGHE. Of course Congress decides how the money
shall be raised to meet the appropriations.

Mr. BURKETT rose.
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i Mr.d;:mms. Allow me to yield first to the Senator from
xNevaaa.

Mr. NEWLANDS. If the Senator will permif me to say
just a few words in response to the query of the Senator from
Idaho, I wish to say that I understood the Senator from Iowa
te be making an estimate of what our expenditures will be in
1911, taking into view the normal increase in the expenses of
the Government. I asked him in that connection what esti-
mates he had made for the improvements of our rivers and for
our publie buildings. His reply was the moderate sum of
$50,000,000, which is not an appropriation in excess of the aver-
age amount that has been expended during the past five or ten
years for rivers and harbors and for public buildings, To that
I replied that it was not enough by $40,000,000.

ILet me say that there is a demand throughout the entire
country for the improvement of our rivers upon some com-
prehensive plan that will enable their development for every
purpose to which civilization can put them, and that that agita-
tion has taken the specific form of a demand for $50,000,000 an-
nually for the improvement of the waterways alone. That de-
mand of the people was recognized in the conventions of both
parties last year, and both parties declared in favor of the im-
provement of our waterways, and had in view, doubtiess, the
demands made by the public generally.

There is also a demand that our public buildings should be
constructed under a system that will take these public build-
ings out of the spoils system and insure their construction upon
some scientific basis through a bureau having in charge that
work. It is folly to say that at least $40,000,000 annually will
not be required for that purpose. So $90,000,000 in all, it
geems to me, can be reasonably foreseen as coming within the
range of governmental expenditures within a couple of years
for these two purposes.

Mr. SMOOT. Mr. President——

The PRESIDING OFFICER. Does the Senator from Towa
yield to the Senator from Utah?

Mr. CUMMINS. T do.

Mr. SMOOT. I should like to ask the Senator from Nevada
if T have misunderstood him in the past, because my impression
has always been that he was in favor of issuing bonds for the
improvement of the waterways of the country?

Mr. NEWLANDS. Not at all.

Mr. CUMMINS. I was about to suggest to Senatfors not to
enter into an argument on that subject. I do not care to have
it injeeted into my remarks.

The PRESIDING OFFICER. The Senator from Towa de-
clines to yield further.

Mr. CUMMINS. My general conclusion is that the deficit
will be $175,000,000 at the close of the year 1911, from which I
deduct the $30,000,000 for the currency fund, leaving a net deficit
of $145,000,000, which must be cared for in some method. I
ask that the table which I have prepared be inserted in my re-
marks.

The PRESIDING OFFICER. Without objection, it is so
ordered.

The table is as follows:

Estimated expenditures $840, 000, 000
Internal revenue._ £260, 000,
ilimlla.neou!l T;urm g o~ 635, 000, 000
4 ms rece upon the alrea
usugxested w m%o exceed____________ 340, 000, 000
—F—F— 1685, 000, 000
Leaving a deficit of 175, 000, 000

Mr. BURKETT. Will the Senator allow me to ask him a
question?

Mr. CUMMINS. Certainly.

Mr. BURKETT. How mueh has the Senator, since he has
not read the table, ealculated for permanent improvements like
internal waterways and public buildings and those things?

Mr. CUMMINS. I answered that a few moments ago. I
only included $50,000,000 for both waterways and public build-

ings.

Mr. BURKETT. Of course I have not seen the table. Is it
the Senator’s idea that in estimating the expenses of the Gov-
ernment yon ought to include an amount for permanent im-
provements rather than the interest on them? In short, is it
the Senator’s idea that we ought to make a tax system high
enough to meet the wants and wishes of the people at this time
for these internal improvements? :

Mr. CUMMINS. Answering the Senmator from Nebraska, I
will say that until Congress determines to issue bhonds for that
purpose or those purposes I believe in providing a current reve-
nue sufficient to meet those demands.

Mr. BURKETT. I did not ask the question when the Sena-
tor said a few moments ago it is as mueh the obligation of
Congress to make provision for or to include in the estimates

of future expenses permanent improvements, the extension of
river and harbor improvements and internal waterways, public
buildings, and those things, as it is to take care of the War De-
partment, That was responded to by the Senator from Massa-
chusetts with a statement that these departments are provided
for by law; that they must go on; and the others are not in
that class. The poliey of the Government in the past has been
that we would take care of these necessary expenses of running
on the War Department or the Navy Department, the State De-
partment, the Post-Office Department, and so forth, and when
we had a surplus over to do as much river and harbor improve-
ment-as we could or as much building as we could, but that has
not met the wants of the people. We will continue to do that
if we have a surplus. If seems to me it is unfair for the Sena-
tor to include in his estimate of expenses any particular item
for permanent improvements, because certainly we would not
want to enact a tax system here that is going to impose any
enormous amount for permanent improvements. We might get
the tax system so high as to wreck the whole machinery of the
Government.

Mr., CUMMINS. I understand the apprehension of the Sen-
ator from Nebraska very well, but the fears which seem to fill
his mind do not fill mine. I know that $75,000,000 per year
ought to be expended for public improvements in order to serve
the people, and the fact that no law has yet been enacted au-
thorizing that expenditure is to me no reason for leaving the
Treasury in such a condition that such improvements can not
be made. The Senator argues in a cirele. He first finds an
empty Treasury and therefore there can be no such improve-
ments. He refuses to fill the Treasury by a tax and therefore
there can be no suech improvements,

Mr. HEYBURN, Mr. President——

Mr. CUMMINS. Our forefathers did not proceed in that way.

The PRESIDING OFFICER. Does the Senator from Iowa
vield to the Senator from Idaho?

Mr. CUMMINS. I do. 3

Mr. HEYBURN. I should like to inquire if we are to under-
stand that the Senator would put money into the Treasury in
anticipation of legislation for paying it out?

Mr. CUMMINS.
in anticipation of a law paying it out. How did you make your
appropriations for four battle ships or two battle ships? Is
there any law that requires us to build a battle ship until yon
appropriate for it? It is preeisely like the waterways. You
expected to maintain a navy and therefore you intended to col-
lect a revenue that would enable you to do it.

Mr. HEYBURN. We did not provide the money before we
provided for the building of the battle ships. It was done in
the one and the same act, out of the general financial plan of
the Government under existing laws for raising revenues.

Mr. CUMMINS. Mr. President, does the Senator from Idaho
mean to say there is an existing law with regard to building
battle ships?

Mr. HEYBURN. There was when we authorized the build-
ing of it, because it was one and the same law.

Mr. CUMMINS. Precisely; but when the law was made it
collected the revenue ouf of which the battle ship was con-
structed. There was no law authorizing the building of that
battle ship or any other.

Mr. HEYBURN. The law for collecting the revenue suec-
ceeded the law proposing the building of the battle ship.

Mr. BURKETT. Mr. President——

The PRESIDING OFFICER. Does the Senator from Iowa
yield to the Senator from Nebraska? ~

Mr. CUMMINS. I do.

Mr. BURKETT., Mr. President, T do not want the Senator
from Iowa to locate me in quite the position he apparently did,
as arguing in a cirele, as he says, that because there is an empty
Treasury, therefore we will not do any of these things. I did
not intend fo make any such limitation upon the Senator and
certainly not upon the Senate. I am one of those who believe
that we ought to develop an internal waterway system: I am
one of those who believe that we ought to have a comprehensive
building plan, and some other things in this country; but I do
doubt the wisdom of attempting to levy by taxes on this genera-
tion money enough to erect and construet these enormous en-
terprises.

For example, here is an internal waterway system, estimated
variously at as high as $500,000,000. I doubt if it is wise, I
doubt if it is right that we should tax this generation for that
enormous amount that is for the benefit of all the generations
to come. In short, I have a notion that we ought rather to
take up these matters of permanent improvement as an indi-
vidual would do. We should aseertain how much they are
going to cost; we should have a compreliensive plan: and then
we should properly finance them by providing for the issue of

You have put money in the Treasury always
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bonds, or otherwise, as the works are constructed, and let the
generaticns as they come along pay each its due proportion,
if it i# interested in the improvements, and perhaps provide
for enough of a sinking fund ultimately to extinguish the in-
debtedness. I had no idea of conveying the impression to the
Senator that I did not want to continue this system of improve-
ment, I only desired to convey the impression that I would
not go with the Senator as far as he might want to go—I do
not know how far he wants to go—to the extent of imposing
taxes at this time and assessing the burden on this generation
for these purposes.

Myr. CUMMINS. Mr. President, of course the Senator from
Nebraska asked a question which implied a certain position
on my part, and I answered it as I thought it ought to be an-
swered. No question is ever asked here for information. I
néver knew a question to be asked except to reply to an argu-
ment, I was attempting to show the money which we wounld
probably need in the year 1911. I had said that I had included
$50,000,000 in that for public buildings and for the improve-
ment of waterways. That did not seem to me to be a very
large estimate for the appropriations that we would certainly
make. I have not suggested raising $500,000,000 or a billion
dollars for the carrying on of these improvements by taxation.

I have suggested a much less sum than has hitherto, at times,
been appropriated for that purpose. But the Senate, if it
pleases, can deduct the $50,000,000 that I have put into my esti-
mate, and make up its mind that it will never.spend a cent for
public buildings or for waterways, discard the idea entirely,
and you will still be $05,000,000 short when you reach the end
of the year 1911; and $95,000,000 is more than is contemplated
by the general income tax which has been proposed. You will
have a deficit even if you succeed in raising every penny that
a 2 per cent general income tax would raise.

I now pass from that; and I have expended altogether too
much time upon it; and yet it seemed to me that it was the
foundation of it all to show that we needed the money. How
should it be raised, or how should any part of it be raised?
We have proposed a general income tax. There are some Sena-
tors, I know, on this side of the Chamber who fear a general
income tax, because they have made themselves believe that
in some way or other it would become an enemy to protection,
and that we could not maintain an efficient protective law to-
gether with an efficient income-tax law. I beg that they will
put away any such delusion, for the truth is that if such a
law as we have now does not raise the revenue that we need,
then an income-tax law, or some other supplemental revenue
law, is absolutely necessary in order that we may maintain pro-
tection.

Mark my words that it will not be many years until it will be
seen that if we are to maintain protection in the United States
we must supplement our revenues in some such way. Why?
A protective law upon competitive commodities that is properly
adjusted will not yield much revenue. If it is adjusted as it
onght to be—although that may be beyond the power of man—
it will admit little importation upon competitive commodities,
because the duty will be placed just at that point that will
make it unprofitable for the foreigner to export to this country
if our domestic producers are willing to sell at a fair price.
"Therefore our duties npon competitive commodities must neces-
sarily grow less; I mean the amount collected at the custom-
houses must necessarily grow less from time to time. If the
law that we have now in course of preparation does what its
distingnished author expects it will do, it will lessen the im-
portation of competitive commodities; and as our domestic pro-
ducers, under the inspiration of the protection given them in
the law, shall more nearly absorb and occupy our domestic
markets, the importation of those things must grow less and
leéss from year to year, and the duties received at the custom-
houses must therefore decrease from time to time just as the
protective system becomes more efficient from year to year.
Then the friends of protection will be compelled either to lower
" duties upon competitive products so that they may enter our
ports, or to increase the duties upon noncompetitive commodi-
ties in order to raise the revenue that is desired. The Ameri-
can people will not long endure the increase of duties upon non-
competitive things. When you ask them to choose between
placing the burden of government upon wealth, upon those who
enjoy incomes of more than $5,000, and plaeing the burden of
government upon the necessities of life, or even upon the luxu-
ries of life, which they must buy abroad, they will not be slow
in answering the question thus put to them. So'I say that
every protectionist, every man who desires an ally for protec-
tion, ought to stand firm for the adoption of some permanent
supplement to our revenue,

Nor is the income-tax law inconsistent with the doctrine
maintained by Senators upon the other side of the Chamber.
Standing, as they do, for a tariff for revenue, it is still true that
an income tax, levied upon those who ought to bear the bur-
dens of government, those who are able to bear the burdens of
government, will meet even that principle more perfectly than
to levy duties upon the things that the people must use, and
impose the weight of government only by the rule of consump-
tion. It is consistent with the doctrine of protection, and it is
consistent with the doctrine of a tariff for revenue. It bears
just the same relation to both that our internal-revenue taxes
bear to taxation at the custom-house.

I intend to consider presently the constitutional situation;
but I want now, if I have been successful in showing that yon
are to be met with a deficit, to ask how are you going to meet
it? You ecan not meet it by direct taxation. You know as
well as I that the people of the United States would not sub-
mit for a single year to a tax levied according to the rule of
apportionment. I care not whether direct taxes include some-
thing more than land, I care not what they include; but the
Senate knows—every Senator knows—that the time has passed
forever at which the Government of the United States will lay
any tax by the rule of apportionment. Wealth and population
have so far separated themselves in the United States that
no man is or will be venturesome enough to suggest that a per-
manent income of the United States be raised by a tax levied
according to the population of the several States.

If, therefore, you are not to adopt some form of direct taxa-
tion, you are remitted to some form of indirect taxation; and
what shall it be? If it is your duty to provide for sixty mil-
lions or seventy-five millions or one hundred millions of dollars
to meet the necessities of the Government in the next few
years, how will you do it? You must adopt one of three gen-
eral forms of taxation.

You must adopt one of two or more methods. First, there is
the inheritance-tax law, suggested by the Senator from Montana
[Mr. Dixox]. I say, in passing, that it meets with my entire
approval. I believe in the justice of an inheritance tax; I

‘believe that the devolution of property in the course of passing

from the dead to the living should bear a reasonable tax, and
should in that way restore to the Government some compensa-
tion for the protection that has been given it in the course
of its accumulation. The income tax that we propose includes
the inheritance tax.

I pass from that. Your next recourse is a stamp tax. It
has often been resorted to; it has always irritated the people;
it is attached or affixed to transactions of all kinds, without
any diserimination with respect to the ability of the person
who pays the tax to bear it; it is vexatious, and I do not be-
lieve that this Congress or the next Congress will desire to re-
enact the ordinary stamp-tax law. You are then compelled, as
it seems to me, to resort to some form of property tax.

I shall presently examine the difference between a direct and
an indirect tax, if there is any; but I want you to come with me
now to the conclusion that, if there is to be the deficit that I
have attempted to point out, Congress must adopt some form of
tax upon property, and I am not now attempting to shroud the
subject of property with any technieality whatsoever. I am
speaking of property in its broad and generic sense, because
every Senator here knows that every tax, except a capitation
tax, is a tax laid upon property. There is no tax, I care not
whether it is direct or indirect, that is not laid upon property,
except a poll tax. I am now, of course, disregarding many of
the niceties and many of the distinctions between the various
kinds of property and rights.

I go one step further. Every fax, no matter whether it be
direct or indirect or whether it be a capitation tax, is paid out
of property. No tax can be paid unless the man who pays it
has accumulated enough property with which to discharge the
obligation; and many times, as it seems to me, we wander into
a good deal of confusion by failing to discern and to discrimi-
nate between these technicalities, and we fall short of reaching
the conclusion, which we all must reach, that when the man
pays the tax he pays it out of some accumulation that he has
successfully made.

Mr. HEYBURN. Mr, President——

The PRESIDING OFFICER. Does the Senator from Iowa
yield to the Senator from Idaho?

Mr. CUMMINS. I do.

Mr. HEYBURN. I would like to suggest that this tax itself
is property—the thing itself—the tax is property, of course.

Mr. CUMMINS. The Senator means the money with which
the obligation is discharged is property.

Mr. HEYBURN. It is of the same character as that out of
which it is created.
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Mr, CUMMINS. Precisely. There is no doubt about that,

Mr. HEYBURN. I should like to make this suggestion: Of
course the Senator will not answer if he does not care to at
this time; but would it occur to the Senator, as a reasonable
solution, that we first determine the necessity, or whether such
necessity exists at all, as that which is sought to be antiei-
pated by these extraordinary methods of taxation? Would it
not be well, or, rather, would it meet with the Senator’s ap-
proval—and I speak only for myself—that we adopt the sched-
ules and let them be in force until a sufficient time has elapsed
to test the question as to their revepue-producing character;
and then, if we find that the necessity that the Senator is seek-
ing to anticipate exists, take up the three proposed methods and
select between them? No evil can happen in the meantime.

Mr. CUMMINS. Mr. President, in answer to the suggestion
of the Senator from Idaho, I would agree with him, if the ex-
penditures of the Government that must be met could be
brought within the income. I am not asking for the imposition
of an income tax-to meet even what seems to me the positive
obligations of the Government to do the things that have not
¥yet been authorized by law.

Mr, HEYBURN. Will the Senator permit me?

Mr, CUMMINS. In just & moment. I have shown that our
income for the next year will be $156,000,000 less than our
expenditures already authorized; I have shown that our in-
come for the following year will be $95,000,000 less than our
expenditures, even excluding everything that is problematical
or uncertain; and I have shown that, even upon the establish-
ment that we have now authorized, we need every penny that
can be raised by the income-tax law proposed by the Senator
from Texas and myself.

Mr. HEYBURN. Will the Senator from Iowa permit me
now ?

The PRESIDING OFFICER. Does the Senator from Iowa
¥ield further to the Senator from Idaho?

Mr. CUMMINS. I do.

Mr. HEYBURN. Of course that statement is based upon the

accuracy of the calculation made by the Senator; but very
surprising conditions arise.  For instance, last month there was
a jump of nearly $5,000,000 in our revenues from customs.
There is not any danger, the Senator I am sure will agree with
me, in there not being available cash enough in the Treasury
under existing conditions, with the present deficit, to meet all
calls upon the Government, and the danger that the Senator
anticipates is only subject to the calculation made by the Sen-
ator from Iowa being correct.

Mr. CUMMINS. Mr. President, I can not agree with the
Senator from Idaho with respect to that, The estimates I
have made concerning our income are in every instance most
favorable to the extent of the income. I have given to the growth
of the income the benefit of every doubt, and there is no man
who will look into this subject but who will agree with me that
there will be, at the end of the year coming, at the end of the
following year, and at the end of every year following that, a
large deficit unless we supplement the present methods of taxa-
tion by other modes or other kinds of taxation.

Now, Mr. President, I pass ta what to me is the most inter-
esting phase of this discussion. I have been held here for
three hours discussing the financial situation of the Govern-
ment. I did not intend to occupy twenty minutes with it when
I began this address, but Senators will bear me witness that I
have not willingly extended my observations upon that subject.
They have been necessarily prolonged on account of the inquir-
ies that have been made of me from time to time.

I want now, just for a few minutes, to address myself to the

inherent justice of a tax on incomes. It is a subject to which
I have given a great deal of thought. It is an important part
of the political economy of the world. No Senator ean dis-
charge his duty, and no Senator will endeavor to discharge his
duty, without looking carefully over the field of history, in
order to ascertain how burdens can be best borne and upon
whose shoulders they ought to be placed. It is an interesting,
it is a fascinating study to endeavor to trace the relation of
individuals to the Govermment and see to what extent they are
actually contributing io the execution of the laws which protect
them.

I say—and I say it with utmost deference to my friend from
Montana [Mr, Dixon], who seems to think that an income-tax
Iaw would be defective or inoperative—that, in my judgment,
some form of income tax is the first tax that ought to be im-

osed.
P The inheritance tax, of course, is a part of any properly ad-
justed income-tax law, because the inheritance or the gift or
the bequest or whatever it may be.is a part of the income for
the year in which it is received, and therefore we can not sepa-
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rate the equity and the justice of an inheritance-tax law from
the justice of an income-tax law, although in some countries
they are divided for the economy and for the efficiency of ad-
ministration. But an income-tax law ought to be in force in
every State. The States, as well as the General Government,
ought to raise a large part of their revenues for the maintenance
of their governments by a tax upon ability to pay, instead of
upon inability to pay; a tax upon fortune, rather than a tax
upon misfortune; a tax that rests as lightly npon those who are
called upon to bear it as the most trifling weight that can be |
put into a strong hand.

Senators, I can not conceive how there can be objections to
the justice of an income-tax law. It places the burdens where
they belong; it discards unproductive property and unprofitable
labor, and exacts but a small percentage of gains and profits
and earnings actually received. It is impossible to conceive of
any injustice in taking a little part of a surplus in hand over
and above a most liberal allowance for the maintenance of a
family. It exacts not a penny that is in fact needed for either
the necessities, the comforts, or the luxuries of life.

I was deeply impressed with a question put the other day
to the Senator from Idaho [Mr. Borau] while he was discuss-
ing the income-tax proposition by the Senator from Massa-
chusetts [Mr. Lopae], immediately followed by a question from
the junior Senator from New York [Mr. Roor]. Out of both
questions there could be drawn but one inference, and that was
a belief on the part of these Senators that property was al-
ready sufficiently burdened with the taxes imposed by the Gov-
ernment; that property already bore more than its just weight
of the taxes imposed for the maintenance of the laws. Ah,
Senators, a little examination will disclose to you the fallacy
of that inference, if it was intended to be so drawn. Property
pays all the taxes, and, as the Senator from Idaho [Mr. HEey-
BURN] well suggested taxes are paid with property.

Mr. HEYBURN. And are property. ;

Mr., CUMMINS. And out of property. There is no tax that
is not in its substance, in its essence, laid in the first instance
upon property itself, although it takes on various and divers
forms; but if it was intended by the suggestion to have Sen-
ators believe that property which has been accumulated in
the hands of a few bears more than its just share of the bur-
den, then I dissent from the proposition. If it is intended to
infer that the accumulations of the property bear an unjust or
disproportionate share of the taxes, I dissent from the inference,

Mr. HEYBURN. Mr. President

The VICE-PRESIDENT. Does the Senator from Iowa yield
to the Senator from Idaho?

Mr. CUMMINS. I do.

Mr. HEYBURN. The tax provided for in the amendment

under comsideration by the Senator is an excise tax. It is a
tax, a proportion, cut out of something.
Mr. CUMMINS. I will come to that presently. That is a

mere figure of speech.

Mr. HEYBURN. What I said to the Senator was that the
tax itself is property. The Senator, I think, did not understand
me accurately. As the right of taxation is property, so the tax
is property cut out of the other.

Mr. CUMMINS. If that is what the Senator meant, I en-
tirely disagree with him., The right fo tax is not property,
because the right to tax is a sovereign right and is not a prop-
erty right. If he means the right of the Government to say
that I shall contribute $10 to the support of the Government is
property, I can not agree with him.

Mr. HEYBURN. That is sovereignty. But what was the
character of the right of tithes, which was the first and original
tax, so far as we know? Was that sovereignty or was that
property ?

Mr. CUMMINS. It depends entirely upon how the obligation
to pay tithes arose. If it was imposed as a sovereign act, it
was sovereignty. If it grew out of a contract, elther express
or implied, it may be considered as property.

Mr. HEYBURN. Does the Senator know whether it was a
gross or a net tax?

Mr. CUMMINS. I do not intend,
upon the discussion of these questions.

Mr. HEYBURN. I thought the Senator referred to it.

Mr, CUMMINS. They are entirely apart from the subjeet I
am now considering. I shall be glad, at some other time, to take
up that interesting discussion.

Mr. HEYBURN. I should not have interrupted the Senator
except that he referred to the statement I had made.

Myr. CUMMINS. Very well. I make no complaint whatever
of the interruption. In fact, T shall be glad at any time to have
any supporter of the proposition made by the Senate committee
interrupt me, That is the trouble, the Senator from Idaho does

Mr, President, to enter
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not believe in that proposition any more than I do. I should
like to have somebody who does believe ip it guestion some of
the propositions I announce.

1 was about to pursue the frain of thought that came into
existence with the question of the Senator from New York the
other day. He asked the Senator from Idaho if he did not
think property was already heavily taxed. I do not remember
the answer of the Senator from Idaho; but I answer that ques-
tion in the affirmative, and I make my statement so broad that
no one can question my sincerity. I think, in that sense, prop-
erty pays all the tax.

But what it was intended that we should believe was that the
men who do not succeed in accumulating any property that
finds its way to the assessment roll pay no part of the tax, and
only those who have been successful in retaining the property
they have earned or received in some fashion pay any part of
the tax. .

This inference is a grave error. The Senator from Massa-
chusetts intensified it when he said that in Boston there were
110,000 voters, as I remember the statement, and but 17,000
taxpayers. And he was arguing, or intended to argue, that all
the burdens of Government, the taxes, rested upon the 17,000
men who had been so fortunate or unfortunate as to find their
names upon the tax rolls, and that the other 90,000 men or
more contributed nothing to the support of the Government ex-
cept that part which they contributed in the increased price of
the things they consumed, the price of which had been raised
by virtue of some tax laid upon those commodities by the Gov-
ernment.

I repudiate that inference. I affirm that these men, name-
less so far as the tax roll is concerned, bear more than the share
represented in their consumption of things taxed by the General
Government at the custom-houses. And I shall prove that, so
that no person here will gainsay it.

I can imagine some workman, after his hours of toil, mount-
ing a street car to reach his lowly home. Before he can ride
he is compelled to contribute to the street railway company 5
cents, probably, as his fare. The street railway eompany is on
the assessment roll—probably underassessed, but it is, never-
theless, on the assessment reoll. The workman is not upon the
assessment roll. But will any Senator dare to declare here or
elsewhere that when the workman pays his 5 cents for that pas-
sage he does not at the same time pay a part of the taxes that
are assessed against the street railway company ?

I can imagine another instance: I can see the same unas-
sessed, unknown atom of humanity, who can not get on the
assessment roll, whose fortunes have relegated him to obseurity,
and whose earnings are all consumed in the maintenance of his
family, in the act of paying a few dollars to his landlord for
the rent of the month that is past or the month that is to come.
The name of the landlord is on the assessment roll, and a part
of his taxes are the taxes upon the tenement the workman oc-
cupies. But will any Senator insist that when he pays his rent
he is not paying a part of the taxes of one of these 17,000 men?

Mr. CRAWFORD. Mr. President—

The VICE-PRESIDENT. Does the Senator from Iowa yield
to the Senator from South Dakota?

Mr. CUMMINS. I do.

Mr. CRAWFORD, If the Senator will permit me, I will say
that if the street car which carries the poor man charges more
than a fair consideration for the ride, I think it may be legiti-
mately argued that the excess contributes to a tax or something
else. But if we assume that he gets the worth of his money in
exchange for his nickel, if he gets a ride worth 5 cents, then is
it not true that he repeives the value of his 5 cents and con-
tributes nothing to the payment of taxes? And the same in the
case of rent: If the poor tenant occupying a flat is paying an
excessive rate, one which is above what is reasonable or just,
then I concede the Senator’s contention—and I have consider-
able sympathy in this matter with the standpoint of the Sena-
tor. But unless it is an unreasonable or excessive charge for
rent, does not the tenant receive full consideration for what he
pays? And therefore is it not true that there is in the transac-
tion no element of the payment of a tax?

Mr. CUMMINS. I gladly answer the Senator from South
Dakota. He has confounded two perfectly distinet things.
My argument is based entirely upon, the proposition that the
man pays no more for the railway service than it is worth,
and that in paying the rent he pays no more than it is fairly
worth. And I will show the Senator from South Dakota why.

The street railway company—I am sorry to get out on these
bypaths, but I can not help it—

Mr. CRAWFORD. I do not want to lead the Senator away
from his argument.

Mr. CUMMINS. I want the Senator from South Dakota to
see the real truth about this, and to measure my argument ac-
cording to its proper worth. The street railway company is
entitled to charge a sum that will pay, first, all the expenses
of operation; second, all the expenses of maintenance; and,
third, a fair return upon the capital invested. That is the
amount, whatever it may be, that the s t railway company
is entitled to charge. One of the items of expense, one of the
items that must be deducted before you reach the sum that is
distributable among the investors in the street railway com-
pany, is the item of taxes. Therefore, assuming that the rates
are fairly and equitably adjusted, every man who rides upon
the street railway contributes something, first, to the expense
of operation ¢f the property; second, to the maintenanee of the
property; third, to the taxes that have been levied upon the
property ; and, fourth, to the reward which is to be returned to
capital.

Mr. CRAWFORD. Mr. President——

The VICE-PRESIDENT. Does the Senator from Iowa fur-
ther yield to the Senator from South Dakota?

Mr. CUMMINS. Certainly.

Mr. CRAWFORD. I shall not ask the Senator to discuss in
further detail that proposition. I simply wish to remark that
in that view of the matter, in every transaction between two
individuals one assists the other in the payment of his taxes.

Mr. CUMMINS. Precisely; the Senator is quite right.
Every tax is, in a measure, shifted. The whole framework of
commerce is made up in that way. I am simply attempting to
show that the man who is not on the tax. roll pays part of the
taxes of+the community, just exaectly as he pays them if he
walks into a store and buys some goods. The merchant is on
the assessment roll; but the price that the man who is not on
it pays for his goods helps the merchant to pay his taxes as
well as all other expenses incident to the business.

So it is not fair to assume, because property is taxed, and it
only is taxed—for I do not think anything but property is
taxed—that, therefore, the men who have accumulated no prop-
erty, and are not assessed for taxation, bear no part of the
burdens of government, and pay no part of the taxes which
support the Government. I think the man who receives $1.50
a day or $2 a day or $2.50 a day—I care not what the sum may
be—and who finds it necessary to expend his entire wage in
order to maintain himself and his family, bears a vastly greater
proportion of the burdens of government than the men.whe are
fortunate enough to accumulate the property of the world, and
whose names are, therefore, prominent upon the tax roll.

I now pass to another subject. I do not intend to consider
it at very great length, because it has already been discussed
by the Senator from Texas in an address which, for profound
analysis and comprehensiveness, has rarely been equaled; also
in an address by the Senator from Idaho, who explored every
nook and cranny and corner of the subjeect, and who built upon
the truth of history as enduring a structure as I ever heard
reared by pure reason. He was followed by the Senator from
Utah, who, in a bad cause, exhibited as much power in forensic
discussion as we have seen during the whole session. I do
not now intend to go through .carefully the constitutional fen-
tures of an income tax. I can not, however, refrain from pass-
ing hurriedly over the history of the last hundred years, and
presenting it from my view point.

The Senator from Utah in his address said that when Rufus
King, in the Constitutional Convention of 1787, asked, * What
is the precise meaning of direct taxation?” no one answered
him; and he thought that fact had much significance. I agree
witu the Senator from Utah with regard to the significance of
that silence. Rufus King asked the question, and no one an-
swered him simply because no one could answer him. It is
a guestion that never has been answered; it is a question that
never will be answered.

Without pursuing the history of our Constitution, I will
state that it provides that direct taxes miust be apportioned
according to the population of the several States. What is
direct taxation? At the time of the Constitutional Convention
in 1787 there had been, so far as I know, but two writers who
had ever referred to any discrimination or distinction between
direct taxation and indirect taxation. Omne of them was an
English writer and the other was a French writer. I do not
know whether or not our forefathers had read their works,
which had not long been published. It may be that they had .
read them. But if they had, they gave them no concrete and
precise idea of the difference between direct taxation and indi-
rect taxation. Not a member of the Constitutional Convention
could answer the guestion. Each one, no doubt, had his own
view of the application of direct taxes so far as his own colony
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was concerned, but he could not rise and give a definition of
direct taxation. Not one writer out of the hundreds who have
busied themselves in the field of political economy since that
time has given a definition of direct taxation. There is not a
Senator in this Chamber—there would not be if every seat in
the Chamber were filled—who can give a definition of direct
taxation, because there is no essential difference between indi-
rect and direet taxation.

Mr. SUTHERLAND. My, President—

The VICE-PRESIDENT. Does the Senator from Iowa yield
to the Senator from Utah?

Mr. CUMMINS. I do.

Mr. SUTHERLAND. As I understand it, the Senator is dis-
cussing the meaning of direct taxation in the abstract.

Mr. CUMMINS. No; I have not yet gotten to that,
force me to go faster.than I can go.

Mr, SUTHERLAND. I was going to ask the Senator whether
or not he conceives that there is a difference between the mean-
ing of direct taxation, generally speaking or speaking in the
abstract, and the meaning of the term * direct taxation” as
used in the Constitution?

Mr. CUMMINS. Answering the Senator from Utah, I will
say that I do not recognize that direct taxation and indirect
taxation have any definition in the abstract. I do recognize
that the words “ direct taxes” were used in a certain sense in
the Constitution, and I recognize that the courts of the country,
and especially the Supreme Court, had but one thing to do, and
that was to ascertain what meaning should be attached to that
phrase as it was used in the Constitution.

Mr. SUTHERLAND. Does the Senator agree with his col-
leagues upon this question—that the term as used in the Con-
stitution simply means a land tax and a capitation tax?

Mr. CUMMINS. I do.

Mr. SUTHERLAND, If so, then he must conclude that that
was the meaning attached to it by the framers of the Constitu-
tion.

Mr. CUMMINS. I have so concluded.

Mr. SUTHERLAND. Then let me ask the Senator this
question: If the description of the tax was so simple as that;
if it simply meant a land tax and a capitation tax, why was it
that some member of the constitutional convention did not so
answer the question propounded by Rufus King?

Mr. CUMMINS. I assume that the reason no such answer was
made was that to say that the words “ direct taxes” embraced
only a land tax, and a capitation tax would have been no
definition of the term. It would have been no answer to the
question.

Mr. HEYBURN. Will the Senator permit me to ask him a
question?

The VICE-PRESIDENT. Does the Senator from Iowa yield
to the Senator from Idaho?

Mr. CUMMINS. Certainly.

Mr. HEYBURN. I should like to submit this definition,
among the others, for consideration :

It is also said that the tax is direct because it can not be added to
the price of the thing eold, and therefore ultimately paid by the .con-
sumer,

I think that is the best definition I have ever heard. That is
by Mr. Justice Peckham.

Mr, BORAH. Will the Senator yield to me?

Mr. HEYBURN. I can not yield, because I am merely speak-
ing by courtesy of the Senator from Iowa.

Mr. CUMMINS. I yield to the Senator from Idaho.

Mr. HEYBURN. I simply wish to give the reference. That
is the language of Mr. Justice Peckham, in Nicol v. Ames (173
U. 8.), and it strikes me as being the clearest-cut definition that
has ever been given.

Mr. BORAH. I was going to ask my colleague what would
become of the decision of the case in an attempt to reconcile
it with the income-tax decision, if that definition is to be
accepted?

Mr. HEYBURN. With the permission of the Senator from
Towa, I will simply say that I had no intention of going further
in the analysis of this question at this time, because of the fact
that I am only speaking by the courtesy of the Senator from
Jowa. But the question propounded by my colleague is an in-
teresting one, and at some time, subject to the weather and to
the patience of my colleagues, I hope to submit some views upon
the question.

Mr. BORAH. I do not disagree with the definition given by
my colleague. I simply say what I said in my argument before
the Senate some time ago: That it is impossible to take the
definition which has been given by the Supreme Court since the
jncome-tax decision was rendered and reconcile it with the
principle laid down in the income-tax case. And if there is

Do not

anything that is clear to a legal mind it is that the principles
upon which the courts have given their decisions since that
time are absolutely irreconcilable with the decision in the in-
come-tax case.

Mr. CUMMINS. The definition that has been cited by the
senior Senator from Idaho [Mr. HEYBURN] is simply a para-
phrase of a great many attempts on the part of economic
writers in that direction. In other words, it is said that a
direct tax is one that can not be shifted, and an indirect tax
is one that can be shifted. The idea, however, is so illusory
that it requires but a moment to expose it.

Let us take, if you please, a direct tax upon land. It is said
that that is a direct tax because it can not be shifted. But
the man who rents the land pays that tax, or a part of it; the
man who buys the produets grown upon the land pays the tax,
or a part of it; because in the end the price of all these things
depends upon the cost of producing them.

Mr. HEYBURN. Will the Senator permit me to ask him a
question?

Mr, CUMMINS. Just a2 moment. I pass on to another case,
the one I instanced a few moments ago. The tax upon a house
and lot is paid by the renter of that house and lot, if it be
rented. The tax upon the circulation of banks was held to be
an indirect tax. That can not be shifted. The tax upon the
income of insurance companies was held fo be an indirect
tax. That can not be shifted. The tax on inheritances was
held to be an indirect tax. That isa tax that can not be shifted.
So, you see, the very moment you endeavor to give a definition
to the terms * direct taxation™ and * indirect taxation” you
will be compelled the moment after to admit that the defini-
tion includes a great many things that you do not want it to
include and excludes a great many things that you think
ought not to be excluded.

Mr. HEYBURN. Mr. President

The VICE-PRESIDENT. Does the Senator from Iowa yield
to the Senator from Idaho?

Mr, CUMMINS. I do.

Mr. HEYBURN. It occurs to me that the Senator from Iowa
is making a very excellent argument in the support of the con-
clusions of the Chief Justice and the other members of the
Supreme Court in the Income Tax cases.

Mr. CUMMINS. I shall presently come to that.

Mr. HEYBURN. I think the Senator may have overlooked
the point of the decision I read. The merit of it is that it ex-
plains what is meant by * direct,” and gives an illustration.
That is the reason I attach so much importance to it.

Mr. BORAH. Mr. President

The VICE-PRESIDENT. Does tHe Senator from Iowa yield
to the junior Senator from Idaho?

Mr. CUMMINS. I do.

Mr. BORAH. It is apparent that if there is any tax that
can not be shifted it is a tax upon inheritance. But, never-
theless and notwithstanding, the Supreme Court sustained that
tax, holding that it was not a direct tax. That being true, how
can it be reconciled with the Pollock case?

Mr., SUTHERLAND. Mr, President, I do not want to take °
up the time of the Senator unless he is quite willing.

The VICE-PRESIDENT. Does the Senator from Iowa yield
to the Senator from Utah? -

Mr, CUMMINS. I do; I am quite willing.

Mr. SUTHERLAND. In the income-tax case, the Supreme
Court held that the tax was not a tax upon property at all,
but that it was a tax upon the privilege of receiving the prop-
erty passing from the dead to the living, or, in other words, a
tax upon the devolution of the property. And so, if the Sena-
tor will further permit me, in all of these cases which the
Jjunior Senator from Idaho [Mr. BoraH] seems unable to recon-
cile with the Pollock case the Supreme Court itself has made
the distinction that they are not taxes imposed upon the prop-
erty, but are always taxes imposed upon some right, some
privilege, some right to receive property, or something of that
sort, and not upon the property itself. I recognize what the
Senator from Iowa says—that in one sense all taxes are prop-
erty taxes—and yet there is this difference: Some taxes are
imposed upon property, while other taxes are imposed upon a
right or privilege, which may be paid out of property.

Mr. BORAH. Mr. President—

The VICE-PRESIDENT. Does the Senator from Iowa yield
further to the Senator from Idaho?

Mr. CUMMINS. Yes.

Mr. BORAH, The Constitution of the United States does not
say that no direet tax shall be laid upon property. It says that
no ecapitation or other direct tax—a tax upon anything that is
a direct tax—shall be laid unless in proportion to the census or
enumeration, and so forth,
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Mr. SUTHERLAND. The point I make about it is that if it
is not a tax upon property, using the word “tax” in a wvery
broad sense, it is not a tax within the meaning of the Constitn-
tion. Within the meaning of the Constitution it is then a duty
or an excise and not a tax within the meaning in which the
word *tax” is used in the Constitution.

Mr. BORAH. Of course that is purely arbitrary. What the
Constitution says is that no direct tax shall be laid, not that it
shall not be laid upon property, but that no direct tax shall be
laid except by apportionment. Therefore, when the court held
this was not a shiftable tax, at the same time it was a leviable
tax without apportionment. I say it is not to be bharmonized
with the Pollock case.

Mr. FLINT. Mr. President——

The VICE-PRESIDENT. Does the Senator from Iowa yield
to the Senator from California?

Mr. CUMMINS. I do.

Mr. FLINT. It is exceedingly warm, and the Senator from
Jowa has spoken for some time. I move that the Senate take
a recess for half an hour,

The motion was agreed fo; and at the expiration of the recess
{at 1 o'clock and 45 minntes p. m,) the Senate reassembled.

Mr. BRISTOW. Mr, President, I suggest the absence of a
quorum.

The VICE-PRESIDENT. The Secretary will call the roll.

The Secretary called the roll, and the following Senators
answered to their names:

Bacon Clay ) Gamble Penrose
Bailey Crawford Gu heim Perkins
Beveridge Cullom Huﬁ?; Root
Borah Cummins Johmson, N, Dak. Scott
Brandegee Curtis Johnston, Ala, Smith, Mich,
Brigegs Dick Jones Smoot
Bristow Dillingham Kean Stone
Bulkeley du Pont La Follette Sutherland
. Burkett Elkins Lodge Tillman
Burnham Fletcher McEnery Warner
Burrows Flint Nelson Warren
Burton Foster Oliver Wetmore
Carter rye Overman
Clapp Gallinger Page Y

* Mr. BACON. 1 desire to announce that the senior Senator
from Tennessee [Mr. Frazier] is detained from the Chamber
by personal sickness.

The VICE-PRESIDENT. Fifty-four Senators have answered
to the roll eall. A gquorum is present. The Senator from Iowa
will proceed.

Mr. CUMMINS. Mr. President, I was a little diverted from
the course of my argument by the interruption which took
place immediately before recess. 1 will endeavor to reeall
Senators to the point under discussion. I was attempting to
show that the term * direct taxes ™ as used in the Constitution
of the United States, when viewed abstractly, has no definition.
1 had referred to the fact that at the time of the Constitutional
Convention, so far as I can now recall, this term had been men-
tioned by but two economic writers—one, Adam Smith, in his
Wealth of Nations, and the other a French writer by the

name of Turgot. Their general idea was that a direct tax was
" a tax upon property or revenue and an indirect tax was a tax
upon consumption or expense. But later economic writers have
amplified that general idea by supplying the fundamental
thought, namely, that an indirect tax was one which could be
shifted from the person who was ecalled upon to pay it to an-
other who was to buy the thing upon which the tax was imposed.

I have no doubt that the framers of our Constitution held
varied opinions with regard to the meaning of the term * direct
taxes” I have no doubt that they thought of this ferm largely
as it had been applied to taxation in their own colonies. But
I believe it to be true that a great majority of the framers of
the Constitution thought of direct taxes as those imposed upon
land with its improvements and the capitation tax, T believe
that by far the greater number limited it in their own minds,
though little was said about it, to these two objects of taxation.

Because of this vagueness of definition, because of this want
of clear, precise application of the term, it was all the more
essential; it was all the more imperative that whenever that
phrase came before the Supreme Court for interpretation and a
construction had been given it as the sense in which the greater
number of the framers of the Constitution intended it, and once
being applied, a concrete definition once being agreed upon, it
sheuld never thereafter have been departed from, because the
moment that departure was made from that definition or that
application there was no sure, certain resting place.

The very moment that any court drifts away to an application
of this term, according to the views of economic writers, that
very moment the subject becomes one of pure confusion, for
there is no definition, I repeat, of the term from an abstract

standpoint that can be applied to the varying cases as they
arise in government. It is wholly impossible to be consistent
or to be logical with regard to the application of the term if
you depend wholly upon the abstractions which may surround it.

I will give an illustration. Adam Smith thought direct taxes
were taxes imposed upon the expense or the consumption of the
people, and he thought they were equitable and fair, because he as-
sumed that the expense of a particular man or the consumption
of a particular man was substantially his revenue, and that a
tax upon the consumption of the people would be the equivalent
of a tax upon the revenue or the property of those people, a
fact which, if true when Adam Smith wrote, has long ago ceased
to be true, and therefore is of no value in the present interpre-
tation of the phrase.

However, I repeat that if an indirect tax is a tax upon con-
sumption or expense, what will you say about a tax upon in-
heritance? Is that a consumption or an expense? YWhat will
you say with regard to the tax laid upon the circulation of state
banks during the war in order to suppress or to prevent the state
banks from issuing circulating notes as money? Was that a
tax upon consumption?

Now, mark you, you can not confuse this by saying some of
these may be excise taxes or imposts or duties, because they
must all fall within the term “indirect taxes.” What will youn
say with respect to the tax upon the incomes of insurance com-
panies imposed as a part of the revenue act of the civil war?
The fatal error of the Pollock case, to which I shall come pres-
ently, the inherent mistake, was in attempting to apply to the
income-tax law of 1804 the exploded notion that in order that
a tax shall be an indirect tax it must be a tax that can be
easily shifted or it must be a tax upon expense or consumption.
That is the reason the Supreme Court in the Pollock case de-
parted from the rule that had been laid down in the many
decisions which preceded that case. I may say in passing that
the Supreme Court is busily engaged at every convenient op-
portunity in narrowing the decision in the Pollock ease—in dis-
carding it just as fast as it can—because in the case of Knowl-
ton v. Moore, that followed the decision in the Pollock case,
being a tax upon inheritances, it expressly repudiated the
proposition that a tax in order to be an indirect one must be a
tax upon expense or consumption.

With this general review of the matter in your mind, I want
to call your attention very rapidly to the history of the de-
velopment of this subject prior to the Pollock case. The first
case that came before the Supreme Court was the Hylton case,
as you all remember. So much has been said of it historically,
so much has been said of it analytically, that I do not pause to
consider the composition of the Supreme Court or the composi-
tion of the Congress which passed the law. I only say it was
a tax imposed upon specific personal property. There is no
refinement of reasoning that can escape that conclusion. It
was imposed upon carriages kept for nse, and therefore it fell
upon a tangible species of personal property.

Now, it has been said—and the Supreme Court in one of its
decisions, in the Hylton case, said it might be—that carriages
could be brought within the Smith definition of an indirect tax,
because carriages were consumable by use, and that therefore
this might be considered as a tax upon consumption, but evi-
dently the decision did not rest upon any such distinction as
that, because if so, the tax upon a house and lot would be an
indirect tax, because it was a tax upon a thing that would be
consumed by use. A house will wear out as well as a carringe,
and I do not think the Senators npon the other side of this ques-
tion would agree that a tax upon a house and lot was an indi-
rect tax because the house would wear out in the course of time.
I do not suppose that they would agree that a tax upon the
property of a railway company is an indirect tax because its
property will wear out just as rapidly as a carriage of the
Hylton case would wear out. We must, therefore, find some
other distinction in the Hylton case, and we find it in what was
repeated by each justice as he delivered his opinion, namely,
that the phrase * direct taxes” must be so construed as to make
the Constitution an efficient, workable instrument, and that no
taxes can be construed as direct taxes unless they can in fair-
ness and in equity be apportioned among the States according
to the population of the States.

If there is one thought dominant in the Hylton ecase, it is
this, and it ought to have been the prevailing and controlling
thought of every court as it came to construe the Constitution in
this respect: The Constitution was not intended as a wvague
and a fatile thing, and when it said that direct taxes should be
apportioned according to population, it meant only those taxes
which could in fairness be apportioned. In those days the tax
upon real estate was the only tax that could be fairly appor-
tioned. There is some stability in real property—that is to
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say, there was some relation in those days between the value of
real property and population, and it was thought then that that
relation might continue.

Of course now even that has passed away. As I said long
ago, there never will be a Congress, unless the very life of the
Nation is at stake, that will levy a direct tax. A tax upon land
levied now would be intolerable, distributed among the States
according to their population. You will never read in the
whole future history of the United States a suggestion with
respect to levying a direct tax, and whatever taxes Congress
does employ must be indirect taxes. Therefore the term
*“ direct taxes” should be limited to the fewest possible objects.
8o the court in the Hylton case decided that direct taxes em-
brace nothing but poll taxes and taxes upon land with its
improvements.

Mr. SUTHERLAND. Mr. President——

The VICE-PRESIDENT. Does the Senator from Iowa yield
to the Senator from Utah?

Mr. CUMMINS. I do.

Mr. SUTHERLAND. I think the Senator from Iowa is in
error in saying that the Supreme Court in the Hylton ecase
decided that the only direct taxes were those imposed upon
land and upon polls. No judge of the three who spoke upon
that guestion authoritatively made any such decision. One of
the judges said——

Mr. CUMMINS. Mr. President, the citation the Senator from
Utah is about to read has already been read in the ReEcorp more
than once. I know perfectly well his interpretation of that
case, I have my own, and I would a great deal rather that
any answer the Senator from Utah desires to make to my inter-
pretation of that decision should be made at a later time.

Mr. SUTHERLAND. May I ask the Senator, then, what
language he finds in the Hylton ease that will justify him in
saying that they decided this question?

Mr. CUMMINS. I will answer that question. The Senator
from Utah [Mr. SurnerLAND] very cleverly confines his ques-
tion to the language used by the Supreme Court in the Hylton
case. I have not said that any judge =aid in exact terms in the
Hylton case that direet taxes were limited to land taxes and
poll taxes. I have said that that was the decision, and T re-
peat it. The Supreme Court in language said that probably no
other taxes were within that term than land taxes and ecapita-
tion taxes, but they decided that a specific tax upon specific
personal property was not a direct tax, and that decision ex-
cludes every other species of property from the operation of
the term.

It is ntterly impossible to conceive any property that can .fall
within the term “ direct taxes ™ after you pass real estate, unless
it be tangible personal property. Therefore, if I show, as the
Hylton case does show, that the Supreme Court there decided
that a tax upon tangible personal property was not a direct tax,
I have proved, it seems to me, to the satisfaction of every rea-
sonable mind that all kinds of property except land are excluded
from the operation and interpretation of that phrase.

It to me is a demonstration. It is not possible to name any
sort of property upon which the term “ direct taxes” can fall
except land, if personal property be execluded from the term.
Every other sort of property is, as will be universally admitted,
farther removed from the notion that we have in our minds
when we speak of direct taxes than is tangible, specific personal
property.

Therefore from the moment that decision was rendered it
was decided that the Constitution intended only to require taxes
on land and slaves in those days to be apportioned according
to the population of the States. I do not speak of poll taxes,
because they apportion themselves withont any description or
interpretation.

We therefore began in 1796 not only with the expression of
the opinion of the several judges that direct taxes were so
limited, but we began with a decision which in its terms ex-
cluded everything else, if the rule adopted by these judges
should continue to be the rule of the United States.

Now, I pass along. I will not refer to the fact that four
times Congress found it necessary to levy a direct tax, four
times after this decision in tke Hylton case. I know the Sen-
ator from Utah feels that because in a certain resolution that
Congress passed, asking the Secretary of the Treasury for a
report where other things than lands were included, therefore,
Congress had in its mind that direct taxes might be levied upon
something else than land. I will not pause to consider that,
because it has already been discussed at sufficient length. I
only stop long enough to emphasize the fact that in the four
times that Congress since the decision in the Hylton case had
occasion to levy a direct tax, each time it limited the direct
tax to land, the improvements of land, or, in the early instances,

to lands and slaves. There could not be a more emphatic con-
struction of the Constitution and of these decisions, rendered
in the early days of the Republic, than the repeated acts of
Congress with respect to it.

The guestion relating to indirect taxation did not arise again
until the revenue acts of the civil-war period came under ju-
dicial review, for it was not until the war of the rebellion in-
creased the expenses of the Government beyond the ordinary
sum that Congress found it necessary to employ this power be-
yond the point at which it is usually employed, in the imposition
of internal-revenue taxes and import duoties. Then came the
struggle. Congress levied taxes upon a great many things. As
I remember it, among other things, upon insurance companies,
what would now be called, I suppose, “ excise taxes;” and, I
think, as they were levied then, they were excise taxes. Out of
the exercise of that power there arose, first, the case of the
Pacific Insurance Company v. Soulé. I believe then for the
first time the Supreme Court had occasion to directly examine
this question after it had left it in the Hylton case.

What was the act of Congress under consideration? It was
an act imposing a duty upon the incomes of insurance com-
panies—all the income of insurance companies. It was assailed
on the ground that it was a direct tax._ It was not a tax upon
consumption ; it was not a tax upon expense; but it was a tax
imposed upon the property of insurance companies under the
guise of taxing—and I am not speaking of it disparagingly—
under the guise of taxing insurance companies for the privilege
of doing business.

Then the Supreme Court had occasion to examine the validity,
the strength, and the soundness of the Hylton case. I will not
enter the case further than to say the court put away once,
and it shounld have been for all time, the fallacy that an indirect
tax must be one that is levied upon consumption or upon ex-
pense; and it affirmed, as it ought to have been for all time,
the proposition that a tax levied upon property—for I care not
whether it was upon the privilege of doing business or whether
it was upon the property itself—was valid. It was so held
upon the authority of the Hylton case; and it was so held be-
cause the Supreme Court understood that in the Hylton ease all
kinds of property, except land, had been put away from the
operation of the clause providing for direct taxation according
to population. I may not recite these cases in order; I only
recite them as they come into my mind.

The next case, as I remember it, was Veazie Bank v. Fenno.
What was it? During the course of the war, and toward the
close of the war, it became apparent that it was not wise to allow
the state banks to continue their circulating medium. There-
fore it was determined that there should be a tax of 10 per cent
put upon the amount of the circulating notes of banking insti-
tutions. Personally I do not believe the tax was levied for
revenue. It was in the form of a tax for revenue, but in fact
it was a tax to prohibit the circulation of state banks. Out of
that law there came a case to the Supreme Court. Again it
became a question of whether such a tax was a direct tax or
an indirect tax. Again the Supreme Court was called upon to
determine whether it would adopt the rule of the Hylton case
or whether it would disregard it, for the tax upon these notes
was not a tax upon expense; it was not a tax upon consump-
tion; it was not a fax that conld be shifted; it was not a tax
that answered any of-the abstract definitions of economic
writers respecting indirect taxes: and yet again the Supreme
Court, upon the authority of the Hylton case, upon the assump-
tion that nothing but land came within the constitutional pro-
vigion with regard to direct taxes, declared that it was an
indirect tax. I believe it put the decision upon the ground that
it was an excise tax or duty for the privilege of issuing and
using circulating notes as a part of the banking business.

So it went on to other cases. I think the next case was that
of Scholey v. Rew. There was here involved the validity of the
law taxing the devolution of the title to property. Again the
Supreme Court sustained the Hylton case; again it announced
the principle to which I have referred.

Then came the Springer case, which confessedly decided the
exact question which we have now before us, or that the Su-
preme Court had before it in the Pollock case.

Thus for a hundred years there had been a continuity of de-
cisions sustaining this vital power upon the part of the Con-
gress of the United States to levy a tax upon property, upon in-
come without apportionment. For a hundred years it had
been the accepted doctrine that no tax except a land tax need be
apportioned among the States according to population. If we
are to appeal to the rule stare decigis, T have a better title to
appeal to it than those who seem to think that what we propose
is in disparagement of the Supreme Court; that we are attack-
ing in some way the confidence that ought to be reposed in that
exalted tribunal. I have a better right to appeal to the his-

-
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tory of a hundred years and to the often repeated decisions of
the Supreme Court of the United States for the purpose of es-
tablighing the stability of constitutional interpretation and in-
struetion than has any man to appeal to the single case decided
b a divided court; decided not only by a divided court, but
by the opinion of one member of that court; and not only so,
but (lirough the opinion of one member of the court—and I say
it without the slightest ecriticism upon his conduct—-who
changed his views with regard to the subject between the
original hearing and the rchearing.

Ah, Mr. President, I have little regard for that sentiment
which suggests that it is an indelicate and an improper thing
for Congress again to ask the Supreme Court to review the
Constitution in this respect. Indeed, I believe that the senti-
ment grows out of a confusion of two perfectly distinet prin-
ciples, Every lawyer knows that there is a principle which is
expressed in the rule res adjudicata. It is essential to a good,
orderly government; it expresses the very voice of government.
I agree that when a court of final resort determines a disputed
cage, that is the end of the dispute so far as the parties to it
are concerned; that patriotism and "good citizenship require
instant and complete obedience to the decree of the court; and
that he who challenges it any further than through the estab-
lished tribunals for approaching the courts is guilty of little
less than treason to the laws of his country.

Therefore the parties who were involved in the case of Pollock
. The Farmers' Loan and Trust Company are bound by the
decision of the court in that case. They ought not to question
it: and they do not gquestion it. But there is another familiar
rule, It is stare decisis. This is simply a rule of stability; it
is a rule of policy; it is a rule that is intended to make deci-
sions uniform, and it is intended to inform and advise citizens
of the laws and the construction of the laws which govern them.
It is not indelicate, it is not improper, and it is not an offense
ngainst propriety for any man to challenge a decision of the
Supreme Court in another suif. Our Supreme Court records
are full of instances in which the Supreme Court has reversed
itself. There is not a supreme court in the land that has not
reversed its decisions. It is true that they hold fast to the rule
gtare decisis; that is, prima facie; that is, unless good reason
be shown, they will follow their prior opinions and their prior
decisions upon the subject involved; but the rule stare decisis
has never yet forbidden a litigant to appeal to any court for a
reversal of a rule established in some decision to which he was
not a party.

In the twenty-five or thirty years of my practice of my pro-
fession, it has happened to me a score of times to advise a cli-
ent to again invoke the decision of a supreme court, and to ask
that tribunal to reverse and overrule a former opinion that I
pelieved to be wrong. It is a constant practice in the profes-
sion, approved everywhere, and necessary everywhere, because
courts, like individuals, make mistakes; and when their mis-
takes become obvious and palpable to them, they correct them,
and they ought to correct them.

It is just so here. If the Supreme Court of the United States
made a palpable error—a clear, manifest error—in the Pollock
case, if its subsequent decisions have taken away the very foun-
dation of the structure which was there reared, it is not only
proper for Congress again to invoke its powers; not only proper
for it again to ask for a construction of this part of the Consti-
tution, but it is its duty to do so if it believes that Congress has
the power that was denied to It in the Pollock case. It seems
to me a morbid, ill-founded sentiment that is songht to be created
that we are in any way impairing the confidence that the pecple
have in their courts or in any way unduly eriticising the action
of the courts in again affirming that Congress has the power
to levy an income tax under the Constitution, not as it is to be
amended by the proposition now before the Congress, but
through the wisdom and sagacity of the fathers of the Repub-
lic and in accordance with a long line of established decisions,
unbroken for a hundred years.

Mr. HEYBURN. Mr. President——

The PRESIDING OFFICER (Mr. KeAax in the chair).
ihe Senator from lown yield to the Senator from Idaho?

Mr. CUMMINS. Yes,

Mr. HEYBURN. Does not the rule go much further, and is
not this the rule: That even though the court as at present
constituted, had it been dealing with the question originally,
might have decided differently, yet if the court as then consti-
tuted held a conclusion that was sustained by the law from
their standpoint, that this court, even though it would have
decided differently, would not disturb it? Is not that the true
rule?

Mr. CUMMINS. Mr. President, it is not the true rule. So
far as the law is concerned, it does not recognize the changing

Does

personnel of courts. It was the Supreme Court when it de-
livered its opinion in the Pollock case in 1805, I believe, and it
is the Supreme Court still. We do not know, and ought not
to know, that there has been any change in the membership
of the Supreme Court. When I have a proposition or principle
of law that T desire to submit to a court, I do not ask what the
individual opinions of the judges may be; I appeal to the court
as the abstract repository of the wisdom of the judicial branch
of the Government, expecting justice, but not expecting to be
governed by anything that I may know in regard to the indi-
vidual character or opinions of the judges.

Mr. HEYBURN. My, President, the Senator evidently mis-
understood me. I was speaking of the view of the court in re-
gard to the opinions of its predecessors, and not in the view
of an outside individual. The court never recognizes any
change in its membership, and if any constituted court that
preceded has held, upon reasons satisfactory to it, that a law
was constitutional or otherwise, then the court subsequently
reviewing that decision will not disturb it, even though the
personnel has changed. The point of view is very different
from that of the members of the court and that of persons out-
side of it.

Mr. CUMMINS. I think I understand now the suggestion of
the Senator from Idaho better than I did a moment ago, but
still T am at variance with him. The history of the courts in
the United States is full of reversals of opinions rendered at a
prior time by a court whose personnel has changed. Human
nature does not permit great continuity in the membership of
courts; and therefore when a court at a given time comes to
congider the propriety of reversing a former opinion interpreting
the Constitution or interpreting any other law of the land, 1
take it that it does it without any regard to the membership of
the court.

Mr. HEYBURN. Mr. President, I would suggest this as the
rule, as I understand it, that every presumption is against if,
and the reason for reversal must be overpowering and all com-
pelling. A court never does reverse itself except where the
conditions have changed to such an extent that they are com-
pelled to give a different application to the rule of law.

Mr. CUMMINS. Mr. President, with a part of the suggestion
just made I am in entire sympathy. I do not believe that the
Supreme Court of the United States ought to reverse a former
opinion for light or trivial reasons. I think it is true that it
would be necessary to convince it with much certainty; but

‘| where the error, as I view the subject, is so palpable as it is in

the present case, I have no doubt that when the question again
reaches the Supreme Court it will be ruled in harmony with the
principles of these hundred years of judicial decisions.

I might just as well at this point speak with regard to the
proposed constitutional amendment. I think I shall vote for
it; and while I think it is propesed by the committee with ex-
actly the same motive that prompted the committee in propos-
ing the amendment that I am considering, as was acknowledged
yesterday by the chairman of the committee, it would seem to
place one in opposition to an income tax to vote against if.
I believe that the better course would have been to have passed
an income-tax Iaw :ud taken the opinion of the Supreme Court
when a case should arise under it, and, if that decision ad-
hered to the conclusions in the Pollock case, to have then pro-
posed a constitutional amendment. That, however, has not
recommended itself to the committee, and unless something
happens that I do not now foresee, I shall vote for the con-
stitutional amendment. I shall vote for it, however, knowing
that it is brought forward here, not by its original author, the
Senator from Nebraska [Mr. BrownN], but by its more recent
sponsors, simply as one of the instruments to defeat the income-
tax provision proposed by the Senator from Texas aud myself,
and I shall vote for it without the slightest hope that it will
ever become a part of the Constitution of the United States.

I know the views of men too well to believe that there are
not 12 States in the Union in which an alert and vigilant
minority ean prevent the adoption of this resolution by the
legislatures of those States. If I am living in the years to
come, say five or gix years hence, and if I am then a Member
of this body, while I will not do it with any pleasure, never-
theless I will not deny myself the satisfaction of pointing out
the fate of the proposed amendment to the Constitution. In
my judgment, you will never hear from it, or much of it, after
it has passed this Congress. 1 say that in order that it may
be understood that I vote for it without any expectation that
it will ever be effective in sustaining an income-tax law.

I come now to the measure that has been proposed by the
committee, I have said all that I desire to say with regard to
the income-tax provision which was before the Senate prior to
the introduction of the amendment by the committee. I want
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now to consider that. I do not like the way it came into Con-
gress. do not asperse anybody's motives; but I know, and
you know, that if it had not been likely that the income-tax
amendment that we proposed would have passed the Senate,
this amendment would not have appeared. I have a right to
say that, because of the avowal of the chairman of the Finance
Committee yesterday. I knew something of that kind; but I
never would have disclosed on the floor what I had heard in
confidence or semiconfidence, had not the admission been made
upon the floor. It is here simply because it was necessary
to have an instrument of this sort in order to defeat the gen-
eral income-tax provision.

What is the general income tax? It is a tax laid upon every
income, whether of individuals or of corporations, that ex-
ceeds $£5,000. It is fair; it is just; it makes all men under like
conditions contribute equally to the support of the Government.
What is the amendment which is proposed by the committee?
I shall not now attempt to describe it in technieal language. I
deseribe it in commonplace language. With our amendment,
every man who had an income of more than $5,000, or every
corporation that had an income of more than $5,000, would
have been compelled to have paid 2 per cent upon the income
in excess of $5,000 for the support of the Government.

And what does the committee amendment mean? Needing a
revenue, as we do need a revenue, it proposes that every man
who has a share of stock in a corporation, whether he has an
income of a hundred dollars or a million dollars, shall pay a
part of the expenses of the Government because he is a share-
helder in a corporation. It does not observe the essential, the
fundamental principle of the taxation which is proposed in the
original amendment. It is a mere figure of speech to say that
it is a tax upon corporations. So far as taxes are concerned,
corporations are mere trustees for their shareholders; and their
shareholders must pay the tax, When you levy a tax on a cor-
poration, you are levying it upon either the shareholder or the
person who deals with the corporation, who employs it for
services, or who buys from it a commeodity. One or the other
of these classes will bear the tax which it is now proposed to
put upon corporations.

But what is it? I believe it is a property tax. I believe it is
an income tax. It'levies a duty upon the incomes in excess of
$5,000 of all corporations with capital stock and of all insurance
companies. Disregarding the husks and artificialities with
which we surround our legal thought, it simply levies this duty
upon the men who have invested their money in the shares of
corporations, whether they be rich or poor, whether their in-
comes are great or small, and upon the contributions of the
policy holders of insurance companies, no matter how great or
how little those contributions may be or no matter how profit-
able or unprofitable the ventures may be.

Mr. HEYBURN. Will the Senator permit me a question?

The PRESIDING OFFICER. Does the Senator from Iowa
yield to the Senator from Idaho?

Mr. CUMMINS. I do.

Mr. HEYBURN. 1 should like to inquire whether there is
any difference in regard to the question whether it is a per-
sondl or a property tax between the Senator’s proposed amend-
ment and the amendment under consideration? Is not the in-
come tax a property tax as proposed by the Senator from Iowa?

Mr. CUMMINS. It is

Mr. HEYBURY. Then, so far as being a property tax is con-
cerned, there is no difference?

Mr. CUMMINS. If the tax proposed in this new amendment
is what I believe it to be——

Mr. HEYBURN. A property tax.

Mr. CUMMINS. A property, an income, tax—it is, from the
constitutional standpoint, precisely like the income tax we
have proposed. It is subject to the same objection. It is either
overridden by the Pollock case or sustained by the previous
cases, just as our amendment is overridden or sustained. And
if we adopt it and that construction is the one to put upon if,
vou will meet in the Supreme Court precisely the same objec-
tion that is proposed against our amendment.

Mr. HEYBURN. Then, if the Senator will permit me, the
only difference between the proposed tax on the income of
corporations and that proposed by the Senator from Iowa is
in the classification of the subjects of taxation? There is no
difference in the prineiple of taxation?

Mr. CUMMINS. Legally speaking, if I have put the right
interpretation upon it, there is no difference. I know very well
that those who stand for this proposition of the committee
will not agree that it is a property tax; they will not agree that
it is an income tax. They pretend, through a method that I
shall presently mention, to escape the objection that it is a tax
upon property or a tax upon income, and thus avoid the decision
in the Pollock case,

I, however, believe that the effort to do so is merely erecting
a barricade of words behind which they endeavor to shelter
themselves. I shall come presently to the consequences, if it
is not an income tax or a property tax. But my first proposi-
tion is that it is a property tax, and therefore I say it chal-
lenges the decision of the Supreme Court in just the same way,
to the same extent, and will meet the same fate when it reaches
the Supreme Court as our amendment would experience. 1
believe that so viewed it is constitutional in so far as the levy
of a tax upon incomes is concerned. It has other infirmities
which I shall presently point out.

Mr. BRANDEGER. Mr. President——

The PRESIDING OFFICER. Does the Senator from Iowa
yield to the Senator from Connecticut?

Mr. CUMMINS. I do.

Mr. BRANDEGEE. I understood the Senator from Iowa to
state that the proposed committee amendment is not really a
tax upon corporations, but is a tax upon the stockholders or
upon the dividends of the corporation. If that is so, is not the
same thing true of the proposed income tax upon corporations
contained in the Senator’s proposed amendment?

Mr. CUMMINS. It is, with this difference: In the amend-
ment I propose if the total income of the shareholder does not
reach $5,000, he is then not taxed. It preserves the central,
fundamental idea of an income tax. In the case proposed by
the committee, if a poor devil has 1 share of stock in a corpora-
tion, and it is all the income he has, he is nevertheless taxed.
My desire is to relieve the incomes of men to the extent neces-
sary to maintain their families, to support and educate their
chiidren, because I believe that they owe a higher duty to their
families than they owe fo the Government.

Mr. GALLINGER. Mr. President——

The PRESIDING OFFICER. Does the Senator from Towa
yleld to the Senator from New Hampshire?

AMr. CUMMINS., I do.

Mr. GALLINGER. The Senator meant to say, I assume, that
if the income in the first place added to other items of income
does not aggregate $5,000, the man is not taxed?

Mr. CUMMINS. Precisely—in our case?

Mr. GALLINGER. Yes,

Mr. CUMMINS. That is true. Possibly I ought to eorrect
that. I had it in my mind. The effect of our amendment is
that no tax is laid upon a person unless his income from all
sources exceeds $5,000; while in the proposal of the committee
the tax is laid upon the income of every shareholder of a corpora-
tion that has a net income of more than $5,000, without regard
to the extent of the individual income, whether that is the only
income the shareholder receives or whether he receives other
income from different sources,

That is the injustice of this proposal. It is not in accord
with the humane civilization of this age. It is not in accord
with the modern thought. It totally disregards every advance
we have made in these years toward relieving those who are
unable to bear the burdens of government from a greater share
than is necessary, and giving them, as I said before, the oppor-
tunity to devote the first of their energies, the first of their in-
come, the first of their earnings, to a dearer and more sacred
object than the maintenance of the Government, viz, the mainte-
nance of their citizenship and the support of their families.

But I now come to another point. Suppose this is not an
income tax?

Mr. SUTHERLAND. May I ask the Senator a guestion?

The PRESIDING OFFICER. Does the Senator from Iowa
yield to the Senator from Utah?

Mr. CUMMINS. Yes.

Mr, SUTHERLAND. The Senator says that so 'far as the
constitutional question is concerned, he thinks there is no differ-
ence between the tax imposed by his amendment and the tax
proposed to be imposed by the committee amendment,

Mr. CUMMINS. I did not guite say that.

Mr. SUTHERLAND. The Senator certainly said that both
are taxes upon property, and that if one is subject to the con-
stitutional objection that it is a direct tax, the other is.

Mr. CUMMINS. That I said.

Mr. SUTHERLAND. Does not the Senator recognize the fact
that in the Soulé case the Supreme Court expressly held that
the tax was imposed upon the business and not upon the prop-
erty of insurance companies?

Mr. CUMMINS. Does the Senator want a categorical answer
to that guestion?

Mr. SUTHERLAND. Yes; if the Senator can give it.

Mr. CUMMINS. I do recognize that the tax in the case of
Pacific Insurance Company ». Soulé was a tax which was laid
by law upon the business of insurance.

Mr. SUTHERLAND. On dividends derived from the income
of insurance companies.
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Mr. CUMMINS. That is, it was laid only upon those cor-
porations that were engaged in the insurance business.

Mr. SUTHERLAND. Now let me ask the Senator if he is
familiar—as I have no doubt he is—with the case of the
Spreckels Sugar Refining Company, to which the President called
attention in his message?

Mr. CUMMINS. I have it right here, open; and I expect to
read to you to your heart’s content in a very ferv minutes.

Mr. SUTHERLAND, Will the Senator permit me to call his
attention to a single phrase in that case? :

Mr. CUMMINS. Do not, if you please, call my attention to
any part of the case until I reach it. I shall come to it pres-
ently, and then I shall invite any questions the Senator may
have to ask. I shall be glad to have them asked.

Mr. McCUMBER. Mr. President——

The PRESIDING OFFICER. Does the Senator from Iowa
yield to the Senator from North Dakota?

Mr., CUMMINS. I do. ]

Mr. McCUMBER. I appreciate that there is a good deal of
complexity about this slight differentiation between a tax upon
property and a tax upon the right to do business; and there is a
zood deal of rather delicate refinement, it seems to me, between
the two.

Mr. CUMMINS. TUnnecessary refinement.

Mr. McCUMBER. Yes: unnecessary refinement. I should
like to ask this question, which either the Senator from Iowa
or the Senator from Utah can answer. The Senator from Iowa
stntes that so far as these two amendments are concerned, the
amendment he proposes and the amendment the committee
proposes, they are both really a tax upon property. We will
take the case of the Senator’s amendment, and instead of say-
ing that we shall levy a direct tax upon the income, we will sup-
pose that he should so modify it as to say that we shall levy a
tax upon the business and make the basis of it the income;
that is, that it shall be proportioned upon the income. What
difference would there be, in principle, between that ease and
the amendment the committee has introduced?

That is a matter that has puzzled me somewhat—to say
what the court would decide provided you put the Senator’s
amendment in that language,

Mr. CUMMINS. Mr. President, the Senator from North
Dakota has touched the very heart of things, as he ysually does.
We could just as well say in our propesed amendment that the
tax was levied upon the right to receive and spend income.
We could say that it was a tax levied upon the business of re-
ceiving income. There is no limit to the ingenuity of man
when he attempts to hide the real truth. I have no patience
with these nice and unnecessary and extraordinary distinctions.

Mr. BORAH. Mr. President——

The PRESIDING OFFICER. Does the Senator from Iowa
yield to the Senator from Idaho?

Mr. CUMMINS. I do. .

Mr. BORAH. In view of the suggestion of the Senator from
North Dakota, I will state that the Senator from California
said yesterday evening that this was not intended as a tax
upon the privilege of doing business as a corporation, but a tax
upon the privilege of doing business. If that be true, and the
amendment is to bear that interpretation, why ean you not lay
a tax upon the man who engages in the business of buying
bonds and collecting interest upon them for the privilege of
doing so just as well as you can lay it upon the privilege of
conducting a business of any kind?

Mr. CUMMINS. I had thounght of another illustration.

Mr. FLINT. I will ask the Senator if that is not just what
was decided in the Spreckels case—that that could be done?

Mr. CUMMINS. I will come to that directly. You might
just as well levy a tax upon the privilege of being blue-eyed
or brown-eyed or white-haired. You might just as well levy a
duty upon the privilege of doing business on the north side of
a street or the gouth side of a street. The occupations and the
avoeations of men and their conditions are capable of infinite
variety. There must be, however, as it seems to me, some sub-
stantinl reason in the classifications in which the legislature
indulges.

But I come now, if I can, to again take up the thread of my
argument. Assuming for the moment that this is not a tax
upon property, that it is not a tax upon the incomes of corpora-
tions, and therefore the incomes of stockholders in corporations,
but assuming that it is a tax upon something else, what is it
upon? According to the answer given yesterday by the Sen-
ator from California, it is a tax upon the privilege of doing
business. You might just as well say that men should be taxed
upon the privilege of breathing.

Mr. HEYBURN. Will the Senator permit me to call his at-
tention to the langnage——

Mr. CUMMINS. I am coming to that presently. Do not an-
ticipate me. I do like to occasionally spring a surprise upon
the Senate.

The PRESIDING OFFICER.
yield.

Mr, CUMMINS. But Senators are all so keen and alert that
theytprevent me from having the opportunity that I very much
covef.

Mr. HEYBURN. I regret it. I would not for anything out-
run the Senator's mind in this matter.

Mr. CUMMINS. The Senator is, I presume, about to call
my attention to the fact that this tax is laid upon their busi-
ness as corporations,

Mr. HEYBURN. No; I was going to call attention to the
fact that the bill names this item; it gives it a specific name.
It says, “a special excise tax.”

Mr. CUMMINS. Obh, yes; of course, DBut it does not make
any difference what it is named.

Mr. HEYBURN, It may make a difference.

Mr. CUMMINS. It does not; it can not. The character of
a tax, the validity of a tax, must be determined by its essen-
tial characteristics. It must be determined by the circum-
stances under which it is laid and the thing or things upon which
it is laid. Congress can not make an income tax a special ex-
cise tax by so denominating it.- It can not make an excise tax
a direct tax by so denominating it. We must look further into
the subject than the language used by the committee.

I now come back to the question I was considering a little
while ago. The Senator from California says this is a tax
levied upon the business of corporations. I deny the right of
Congress to levy a tax upon the business of corporations as
such—that is, merely because they are corporations. I deny
the right of Congress to make any classification of that sort.
It is an arbitrary one; it is an unfair one. It has no predeces-
sor, and I hope it will have no successor. If you depart from
the construction I have put upon it and say that it is not a
tax upon the income or the property of corporations, then it is
a tax upon the right to do business as a corporation as distin-
guished from the right to do business as an individual or as a
copartnership. You are necessarily driven to that conclusion.

i know that those who will attempt to defend the validity of
this tax will say that it is not an income tax, and will say that
it is not a property tax. But when they say that, they declare
that it is a tax upon the franchises of the corporations created
by the several States of the Union—a tax upon their right to do
business as corporations. It is not a tax upon the privilege of
carrying on the dry goods business; not a tax upon the privi-
lege of carrying on the beef-packing business; not a tax upon
the privilege of doing a manufacturing business; but a tax
upon the right to do business of any kind as a corporation.
And I should like to ask the Senator from California whether I
have expressed the real construction and interpretation of the
amendment as he views it?

Mr. FLINT. I may state to the Senator what I sald last
night when I was asked for my construction of this amendment,
and that was that it is an execise tax upon the privilege of doing
business. It is true that this amendment limits the taxes to
certain corporations, and that we have the power to do this is
sustained by several cases which the Senator himself has quoted,
In one case they selected insurance companies and taxed them;
in the Spreckels case they selected two different classes—sugar
refineries and oil refineries. In this amendment we have made
a classifieation which includes certain corporations and all in-
surance companies.

Mr. CUMMINS. Precisely. I think, Mr. President, that I
gather the meaning of the Senator from California. But he
also is leaning on a very weak and insecure reed. He also is
endeavoring to conceal thought with language, instead of using
language to express his thought. Congress can not justly levy
a tax on business unless it includes all those who are engaged
in that business, I deny the right, in fairness, of Congress to
levy a tax upon John Smith because he is engaged in the dry
goods business, if John Jones is next to him and is doing the
same dry goods business without being taxed. That is not an
excise tax. I realize that Congress can levy an excise tax upon
any specified kind of business, but it must include all persons
who are in that business and within those conditions in order
that the law may be just and in order that it may answer the
fundamental requirements of taxation.

In the present case the Senator from California says we have
a tax on the privilege of doing business. Let us see. Here
is a corporation, the John Smith Company, carrying on a dry
goods business on one side of the street and here is John Jones
& Co., a copartnership, carrying on a dry goods business upon
the other side of the street. They are doing the same extent
of business and making the same profits., I deny the power

The Senator prefers not to

-
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of any legislative tribunal to levy a tax on the one as an excise
tax without levying it at the same time upon the other. Classifi-
cations may be made, but they must be reasonable. They must
have some substantial basis to support them.

The real truth is that this is not a tax on business, because
corporations carry on the same kinds of business that indi-
wviduals do and that copartnerships do. It is not a tax on
business. I think it is a tax on property. I think it is a tax on
incomes. But if it is not a tax on property or on incomes, it
is a tax upon the right to do.business in a corporate capacity.
There is no wit of man that can relieve the proposed law of
that construction if it is not a tax on incomes. And if that
interpretation be put upon it, there is not a lawyer in the
Senate who will insist that it can be done.

Is there anyone here who asserts that the Congress-of the
United States can levy an excise tax upon the right to exist,
the right to do business, of a corporation created by the
States? The United States did not create these corporations,
It has conferred no authority or power upon them. It may
have the power, under certain other provisions of the Consti-
tution, to regulate and supervise them; but it did not create
them. It did not invest them with power. The authority to
tax involves the authority or the power to destroy, and I should
like to know whether there is on the part of any Member of the
Senate a belief that the Congress of the United States can,
through the medium of taxation, destroy the corporations that
have been created by the several States?

Can a State tax the franchise, the right to do business, of a
corporation created by the United States? Will any Senator
here affirm that the State of Iowa ean seize the franchise of a
corporation created under an act of Congress and tax it out of
existence? If you can levy a tax of 2 per cent upon a corporate
franchise, you can levy one of 50 per cent upon it. There is no
limit to the power when once it is conceded to exist.

I do not intend to examine the cases upon this point. I know
that before my friend the Senator from Idaho shall have fin-
ished he will have abundantly satisfied the Senate with regard
to that proposition. I have the cases here, or some of them,
but I have already occupied so much of the time of the Senate
that I do not intend to enter upon them.

I shall content myself with again asserting that this is either
an income tax, and therefore subject to all the objections that
are urged against the income tax proposed by the Senator from
Texas and myself, or it is a tax upon the right of doing busi-
ness as a corporation, which is simply a synonym for the right
to exist as a corporation; and if so, it is condemned by every
decision of which I know or with which I am familiar.

I await with a great deal of pleasure the interpretation that
shall be put upon this law by its distinguished framer, because
I feel sure that if that bold and original navigator escapes
Scylla, he will very speedily fall into all the dangers of
Charybdis.

Senators, so far from escaping the difficulties you thought
surrounded the income tax proposed by the Senator from Texas
and myself, the law youn have proposed has simply multiplied
those difficulties, and, as I think, multiplied them almost in-
finitely. Some one has suggested that there is another pos-
sible construction that might be put upon the committee
amendment.

Mr. OVERMAN. Mr. President——

The VICE-PRESIDENT. Does the Senator from Iowa yield
to the Senator from North Carolina?

Mr. CUMMINS. I do.

Mr. OVERMAN, If a legislature grants a franchise to three
or four men to form a corporation, the State then parts for
the time being with a portion of its sovereignty. If this is a
privilege tax, is it not indirectly a tax upon the sovereignty of
the State?

Mr. CUMMINS. That, of course, lies at the very bottom of
the argument I have just been making. It is a general proposi-
tion that the State can not tax the instrumentalities of the
General Government,.nor can the General Government tax the
instrumentalities which the State may employ in the exercise
of its sovereignty. The United States can tax the property of
every corporation in the land; the States can tax the property
of every corporation created under an act of Congress.

But Congress can not touch by a tax, the equivalent of a
power to destroy, the right to do business as a corporation of an
association organized under the law of a State, nor can the
State touch with a tax the right of an association of persons
organized as a corporation under the law of Congress. These
rights are mutual. We have obServed them already in the dis-
cussion of this question. BEverybody concedes that the United

States can not tax the bonds of a state government or of a
municipal government organized by state law, No more can the

State tax the bonds of the United States or any other instru-
mentality of the Nation. It is by a parity of reasoning that the
Federal Government can not destroy a corporation created by
the State, nor can the State destroy in that manner a corpora-
tion created by the General Government,

But it will be said, and it was suggested here a few moments
ago, that this is not an income tax, it is not a tax upon the
corporate franchises or the right to do business as a corpora-
tion, but it is simply a tax upon the business of corporations.
Senators, it is not possible that you will pass a law that will
tax the business of corporations and leave untaxed the business
of copartnerships and individuals of the same kind, of the same
extent, of the same profit. I deny that right of classification.

I want to make my meaning perfectly clear. I agree that the
Government can impose an excise tax upon the business of deal-
ing in real estate. I agree that it can impose a tax upon the
business of selling dry goods or manufacturing iron or steel
I agree that it can impose a tax upon the business of refining
sugar and oil. I agree that it can impose a tax upon the busi-
ness of transportation. But when it imposes that tax it ought
to impose it upon all who are engaged in the business, what-
ever it may be. You ecan seleet for your law, and you will select
of course, only those kinds of business which according to your
own observation are best able to bear the tax, but that, how-
ever, is at your own discretion. But having selected the busi-
ness that is to be taxed, then all who are engaged in the busi.
ness must fall within the provisions of your law. If you do
not go frame yotr law, you have encountered not constitutional
difficulties, but you have encountered the vital principle of our
social compaet. There are some things that are higher than
constifutions, higher than laws. There is an underlying con-
ception of justice and fair dealing upon which constitutions
and laws are founded. If you were to tax the business of one
man and not tax the similar business earried on under the same
conditions of another man, you would destroy the very principle
that brought us together in governmental relations.

Mr. CLAPP. Will the Senator pardon me for an interrup-
tion?

Mr: CUMMINS. Certainly.

Mr. CLAPP. I know the Senator is weary; he has made a
long speech, and in my humble capacity of judging it is one of
the greatest I ever listened to in this Chamber.. It is a speech
that must have effect. At the risk of trespassing upon the good
nature of the Senator and his endurance, I am going to sug-
gest that it seems to me he ought to refer to the cases he spoke
of, that they may go out as a part of his speech. I simply make
that suggestion to the Senator.

Alr. CUMMINS. Those cases will be inserted in the Recorp.
They are to be used and will be used in a very short while by
my colleague, the Senator from Idaho [Mr. Boran]. We in a
measure divided this field, although I feel like apologizing to
him, because if you estimate the breadth of the field I have
traversed by the time I have taken in getting over it, it might
be assumed that I had taken the whole subject in my care.
But it is not so.

I come now, however, to one of those cases, in answer to the
Senator from Utah and the Senator from California. It is
=aid that this amendment finds its justification or its legal de-
fense in the case of the Spreckels Sugar Refining Company
against McClain (192 U. 8., p. 307). If this case does not
sustain the proposed law, then I assume from what I have
heard that the Finance Committee will withdraw it from the
consideration of the Senate, because we are pointed to this
case as the one which diseriminates or differentiates the amend-
ment proposed by us from the amendment proposed by the com-
mittee, and in the message of the President the only reason——

Mr. FLINT. Mr. President—

Mr. CUMMINS. IExcuse me just a moment. The only reason
the President gives for preferring the tax upon the net income
of corporations as against the general income of corporations
and individuals is that he has been led to believe that this case
sustains the proposed amendment and will enable the tax laid
by it to be collected without litigation, which it might be feared
would prevent the receipt of the revenue so much desired from
our measure.

I now yield to the Senator from California.

Mr. FLINT. I do not want the Senator to state my views or
those of the Finance Committee to be that we rely solely upon
the Spreckels case. There are many cother cases we rely upon
and to which the Senator has referred that we believe susiain
the provisions of this amendment. It is true the.President of
the United States referred to the Spreckels case in his message,
and that in the brief remarks I made I referred to it, but I
do not want to be understood as saying this is the only case
we relied upon. There are other questions raised in the amend-
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ment which the Senator has commented on that have been de-
cided by the Supreme Court, not contained in the Spreckels case,
that in my opinion sustain every provision of the amendment.

Mr. CUMMINS. I do not believe that there is any decision
of the Supreme Court that sustains the amendment. If so, it
has never been brought to my attention, and my investigation
has not been casual or superficial. I know that the President
of the United States has been led to believe that this decision is
the one which will enable the law to escape the eondemnation
of the Pollock case. I know it not only through his message
delivered to Congress, but I know it in another way which I
do not choose to pursue.

Therefore, if this case is not what it is generally assumed to
be, we, at least, must seek further before we vote for a law that
we do not believe to be right in preference to one which, al-
though it may have some objection, is fairer and more egquitable.

Let us see what this case is. It arose out of the revenue
law of 1898. It arose out of “An aect to provide ways and
means to meet war expenditures, and for other purposes”—
if the Senator from California will give me his attention—by
which act a tax was imposed upon the gross annual receipts
in excess of a named sum of every person, firm, corporation,
or company carrying on or doing the business of sugar refining,
and so forth.

Do you find any parallel between that law and this? I would
not be here insisting upon the unfairness of this amendment
if it imposed a tax upon the incomes of all persons and corpo-
rations. I would not be here opposing it at least on this basis
if it imposed a tax upon all persons, firms, corporations, and
companies doing business in the United States, for then there
wonld be some pretense of equality and fairness, some defense
for laying the hand of the law upon business and extracting
a part of its profits or income.

Mr. SUTHERLAND. Does the Senator from Iowa think that
the converse of his proposition is true, namely, that if the tax
were laid only upon individuals, leaving out corporations, it
would be invalid?

Mr. CUMMINS. I think it would.

Mr. SUTHERLAND. Did not the Senator introduce a bill
with that precise effect, laying an income tax only upon in-
dividuals, and excluding corporations?

Mr. CUMMINS. I did.

Mr. SUTHERLAND. Did the Senator think that that bill
was unconstitutional?

Mr. CUMMINS, I did not. What other guestion would you

like to ask?
Mr. SUTHERLAND. I should like to have the Senator point

out the distinetion.

Mr. CUMMINS. It is very easy to point out the distinction
to one who listens with open mind. To one who hears with a
determination to arrive at a certain conclusion, it is utterly
useless for me to point out either the distinetion or to reconcile
the differences. However, there is no inconsistency in the
attitode I assume in regard to the income of individuals. I
believe all income-tax laws ought to be imposed only upon the
incomes of individuals, because corporations are simply the in-
strumentalities for creating and passing property from the
artificial body to the possession of its members, and all the
wealth of the country would be so taxed.

I believe it would be unconstitutional to impose an excise tax
on the business only of individuals, because that would create
the very same discrimination that is created here. When you
levy an excise fax upon business or occupation, it must be
levied upon those persons, whether they are natural or artificial,
who carry on that business. I should like to know whether
anybody belleves it in the power of Congress to say that John
Jones, who may operate a peanut stand down on Pennsylvania
avenue, shall pay a tax of 2 per cent onhis net income, and leave
all the rest of the peanut venders in the United States untaxed?
If that can be done, then this proposed law is all right so far
as that point is concerned.

Mr. SMITH of Michigan.
police regulation.

Mr. CUMMINS. The Senator from Michigan suggests that
it might be done as a matter of police regulation. Of course
that leads me to another point. If this tax is intended not
. to create a revenune, but if it is intended for the purpose of
supervising and regulating corporations, that is quite a dif-
ferent proposition. I should like to know before we get through
with this whether it is proposed through this tax to impose
supervisory regulations upon all the corporations of the United
States, to determine when and how they shall issue capital
stock, when and how they shall issue evidences of indebtedness,
what their business shall be, and all other things that concern
or pertain to the business of the country. You know there is
just a little intimation in the message of the President that

It might be done as a matter of

that is the end which is finally to be reached. We have in Towa
about 10,000 corporations, and they are of an extent from a
thousand dollars to many .millions. I think that before the
Government of the United States enters upon the work of
supervising and regulating all those corporations, as well as all
the hc?lrporaﬂona of all the States, we had better stop and think
a while.

Mr. BRISTOW. Mr. President——

The VICE-PRESIDENT. Does the Senator from Towa yield '
to the Senator from Kansas?

Mr. CUMMINS, I do. .

Mr. BRISTOW. I did not hear yesterday all the statement
made by the Senator from California [Mr. FLiNT] in presenting
the amendment, but did he state that it was one of the purposes
of the amendment to provide means for the regulation of these
corporations? Did he give that as one of the purposes of the
committee?

Mr. OUMMINS. The Senator from California was not very
definite or specific about that. I do not charge him with any
such statement; but there is in the message and in some sug-
gestions since just a faint premonition, I can feel it in my bones,
that one of the things which will be relied upon to sustain this
tax is that it will enable the General Government to reach out
and seize for regnlation and supervision every corporation that
has been organized in the 46 States of the Union.

However, I recall myself and you also to the McClain ecase.
It arose out of a law which was imposed equally upon all per-
sons, corporations, companies, and copartnerships doing certain
kinds of business. There is no doubt about the validity of such
a tax. It has rarely been questioned—never but once, and that
was in the Pollock case. The reasoning of the Pollock decision
would deny the authority to levy an excise tax of this character,
as I construe it; but gradually the Supreme Court is resuming
the old ground. Therefore it affirmed, as it had often done be-
fore, the right of Congress to levy an excise tax upon & business,
upon an occupation. It is defensible, it is constitutional, for the
same reasons that authorize Congress to lay a tax upon liguor,
upon cigars, upon dealers in these articles, or upon any other
business,

If the Finance Committee will help the insurgents, we will
make this law, if you will add our provisions to it, something
that will be of avail to the people of the United States, if you
are going to use it for the purpose of regunlating the business of
companies or corporations that need regulation. I understand
its office. I am perfectly willing to add to this proposed law
the general provision in regard to the incomes of Individuals,
and then say that every persom, firm, company, or corporation
that engages in the business of packing beef and tanning hides
shall pay 50 per cent of their net earnings.

We have been discussing here lately the duty on hides, and
my very dear friend and distinguished Senator from Vermont
[Mr. Pace] felt that we ought to have some way to reach the beef
trust; that we ought to have some way to prevent that great
combination from entering the tanning business and driving
out the independents or those who have been heretofore engaged
in the tanning business alone. If you want to use the excise
tax fairly for the regulation of corporations, put it on the busi-
ness of both packing beef and tanning the hides, and you will
very soon dissociate those two kinds of business. If you
want to regulate the sugar company, it will not be very hard to
put a tax upon the net earnings of all persons, firms, and cor-
porations engaged in the refining of sugar. That will curtail
the despotic power now exercised by one great corporation.-
It is the easiest thing in the world, if we have the power to do
it. If we can regulate our corporations simply through the
medium of taxation, we can destroy every trust in a fortnight.
It would be a great deal better for the Finance Committee to
turn its attention to the imposition of such a tax upon corpora-
tions and the persons who actually need regulation, who are
exercising powers that are injurious to the American people,
destroying competition and invading our prosperity, than to
attempt to levy a revenue tax upon all the little shareholders
of all the little corporations throughout the length and breadth
of the United States,

This case, Senators, has no more bearing upon the amendment
which is now proposed than has the Pollock case., Itis simply
a tax levied upon certain persons, firms, and companies ear-
rying on a named business. To make this ease pertinent, you
must hold that the business which is taxed under this law is
the business of being a corporation. That is the only uniform
thing in the classification, the business of being a corporation;
and when you attempt to tax the business of being a corpora-
tion you are taxing the franchise, or the right to exist, and your
law is not worth the paper upon which it is written.

I pass from the legal phases,
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Mr. SUTHERLAND. Mr. President——

The VICE-PRESIDENT. Does the Senator from Iowa yield
to the Senator from Utah?

Mr. CUMMINS. I do.

Mr. SUTHERLAND. The Senator was calling attention,
among other things, to the Spreckels case, in answer to a ques-
tion which was put to him. The part to which the Senator
called attention is not the part I had in my mind. The portion
of the decision to which I desire to ask the Senator’s attention
is contained on page 411. It is the language of Mr. Justice
Harlan. In distinguishing that case from the Income Tax case,
Justice Harlan says:

Clearly the tax is not imposed upon gross annual receipts as prop-
erty, but only In respect of the carrying on or doing the business of
refining sugar. It can not be otherwise regarded, because of the fact
that the amount of the tax is measured by the amount of the gross
annual receipts,

I was directing the attention of the Senator to that case for
the purpose of challenging his attention to another part of the
argument.

Mr. CUMMINS. Yes; I am fairly familiar with that state-
ment by the justice who wrote the opinion. It sustains a tax
upon na certain business. I have no doubt about the right of
Congress to levy a tax upon business, whether it is a black-
smith, or whether it is a shoemaker, or whether it is a sugar
refiner. It is in the wisdom and discretion of Congress to
select those kinds of business which ean best bear, in its opinion,
the birdens of an execise tax. But this proposed law does not
tax a business unless it be the business to be a corporation,
and when it is driven to that extremity it falls under all the
decisions of the Supreme Court of the United States as well as
the decisions of the several state courts.

But I pass from the legal aspects of the proposed law, be-
cause my argument will be enlarged and supplemented by
others. I pass to its justice and equity, and here, Senators, it
seems to me I ought to have a sympathetic audience. I do
not believe that anybody will accuse me of undue partiality for
corporations. Certainly I have not acquired that reputation
during my official life. I hope, however, I have not been unfair
to corporations. I hope I have not failed to recognize the fun-
damental rights which they possess, or which the persons asso-
ciated in them possess,

I rid myself now of the artificlal being known as the * cor-
poration.” This measure is unjust to the men who invest
their money in the stock of corporations. It is not the first time
that such a law has been proposed, but never in any country on
earth save ours, I am sorry to say. I do not believe that any
such flagrant injustice was ever proposed in any other country
in the world save ours. I say that with the ealmest delibera-
tion. There was a time when it was proposed in Congress.
Just such a law was proposed in 1808. It came out of the
Committee on Finance as a part of the report of the revenue
bill of that year, Substantially the only difference between
that proposal and this proposal is that there the proposition was
to levy a small duty upon the gross receipts of all corporations
instead of the net incomes of all corporationg, That law was
much more defensible than this, because it was an attempt to
levy a duty upon the franchises of corporations; and when
you levy a duty upon the exercise of a power you ought to
levy it with regard to the extent to which the power was used,
and not with regard to the net results of the use of the power.
Therefore if you attempt to put an excise duty upon the fran-
chises of corporations, it always ought fo be measured by gross
receipts instead of net incomes. We put an excise duty upon
all retail dealers in liquor. What would you think of a proposi-
tion to levy a 2 per cent tax upon the net incomes of retail
liquor dealers? That is the same thing precisely. The same
principle is employed in that or in any other of our indirect
taxes.

But to come back to that old time of 1898, I wish I had the
time and the strength to reproduce the scenes of which I know
nothing by observation and concerning which I have only read.
That amendment came in, and inasmuch as I am the successor
in the Senate of a very distinguished man, a man wise in
council, not given to exaggeration, not given to imperfect and
hasty judgment, I wish I could read you what he said with
regard to this very same sort of law that you are asking the
Senate now to adopt; but inasmuch as 1 can not take the time
to read it, I ask that the remarks of Senator Allison, upon
pages 4930 and 4931 of the ConNcreEssioNAL Recorp, volume 31,
part 5, be made a part of my address.

The VICE-PRESIDENT. In the absence of objection, per-
mission to do so will be granted. -

The matter referred to is as follows:

Now we come to the large item in the amendments, and that is the
provision which taxes every corporation, no matter what its product
may be or what the capital may be, upon its receipts, to be stated

monthly under ocath. I put it ulpon redord as my belief that that
single section of the bill will yield from $40,000,000 to $45,000,000.
In the first place, it covers every product in the United States that
is sold by a corporation, whether that corporation be large or small.
It covers everything that is manufactured in the United States if it be
manufactured by a corllaomtion. no matter whether that manufacture be
annually $1, or $£1,000,000. They are taxed upon a royally of
one-quarter of 1 per cent upon their gross receipts, which Is the
amount they receive from their products.

Mr. CoLLos, It covers mercantile establishments?

Mr. ALnisox. It covers all mercantile establishments, all tmdlng
establishments that are incorporated. It includes every corporation o
every name and nature.

Mr. President, I do not intend to argue the question at this moment
further than to state the objections I have to the provision. The
first is that it creates a great duplication of taxes upon everything
produced_and upon everything sold. In 1890 the manufactured prod-
ucts of the people of the United Btates were more than $9,000,000,000,
in round numbers. Those products were sold. If you estimate that
three-fifths of them—and I have no doubt that is not an extravagant
estimate—are made by corporations, you have an annual sale of manu-
factures in 1890 of $5,400,000,000.

It is fair to assume—and I only say this as giving a basis of my
estimate—that all these products will be sold twice afterwards, and
will be sold by people who are in some way connected with corporations.
I know in the little city in which I live the great body of the busi-
ness is done under the form of trading corporations and mechanical
and manufacturing corporations.- 1t is found that by that method
manufacturers and traders are enabled to draw into their factories
their mechanics and skilled laborers, and by means of certificates of
stock, to give them a share in the product of their factory.

These small corporations have sprung up in everf E:rt of our country,
and there are no exemptions in this provision. ve no doubt that
in my own State there are 500 such corporations which are engaged
in the manufacture of butter and cheese. They are the farmers who
have aggregated their little capital and subseriptions into $25 and $50
shares., They are thus engaged in this manufacture, and, indeed, I
believe that this immense manufacture in the United States is largely
carried on in that wng by small corporations. There is produced in
my State more than $36,000,000 in value of these farm products.

Mr. Hanp, May I ask the Senator right there if it iIs not a fact
that within the last ten years it has Dbecome a general practice in
business for what have been partnerships heretofore and what have
been individual enterprises to create themselves into corporations, so
that a much larger proportion of husiness that was formerly private
is d(;lile u?der the style of corporations and under an existence as cor-
porations

Mr, ArLLisoXN. There 18 no doubt of it.

Mr. WaITE. It is a great misfortune, too.

Mr. ALLisox. There is a constantly increasing use of the general in-
corporation laws of States in order to engaze in competitive occupa-
tions, and corporations are largely resorted to. They are resorted to
on the idea that there is some special pecuniary advantage in having
corporate anthori{g. That can not be the case here. If these taxes
were confined to those corporations which are in their nature securing
pecuniary advantages by means of an incorporation, there might be a
reason for it. I can see a reason why there might be a tax upon the
gross receipts of an electric company where there are but one or two in
a city, or that misi.‘ht apply to a telephone company where there is but
one, or to a gaslight mmgany. and so on,

But here are men in the same city trading. One is J. T. Somebody
& Son, and they are engaged in buying and sel[inf groceries. Another
across the street is the A, B, Company, engaged in the same business,
and the corporations are in the closest cotelbpetmnn. but under this
proposed taxzation people who are incorporated are put at a disadvan-
tage with the person or the partnership that is not 1uc013)ﬂmtetl. I will
not enlarge at this time on that polnt, as I have no doubt it will be
argued at greater or less length.

The Senator from Wisconsin [Mr. Spooner] glves me a very
illustration of a reason why partnerships have been transfer, to
corporations under our state laws. I happen to know of a case in
my own city where two successful men more than fifty years ago estab-
lished the hardware trade. They have both passed away. ey had
children and grandchildren. When their children began to grow up,
away along in the sixties, the two men who had been in partnersh!p
for many years placed their hardware business into a corporation in
order that they might divide among the sons who were engaged with
them in the business a portion of the fund, so that when they or either
of them passed away the whole estate and the trade and business would
not be obliged to be wound up in order to settle the estate,

My, CUMMINS. Mr. President, it is sufficient to say that
my predecessor opposed it upon the very ground that I now
oppose it, although with infinitely more force and persuasion.
He pointed out the injustice of it, the inequalities of it, the
intolerance of it, better than I possibly can. Every Republican
member of the Finance Committee followed him in denuncia-
tion of the proposed law. I wish the powerful Senator from
Rhode Island would launch the same thunderbolts against
this proposed law that he did against that one. I wish the
senior Senator from Massachusetts, instead of offering a dummy
amendment for the purpose of preventing any further amend-
ment to the proposition of the committee, would exercise his
great intellect in analyzing the iniquitous proposition as he
did then. I wish the Senators from Maine would speak now
as they spoke then. There is not a single Republican Member
of the Senate here now, as I remember, but who was opposed
to the proposition in 1898 to lay a tax upon the gross receipts
of all the corporations of the country; and yet the only differ-
ence between that proposition and this is that we substitute now
net income for gross receipts. I beg that Senators will take
the time to refer to the Recorp of 1898. I can not believe that
the intervening years have accomplished such a revolution as is
suggested in the amendment now before the Senate. It can
not be that wnat was wrong then has become right now, for the
essential principle is the same, and the principle of equality of




3980

CONGRESSIONAL RECORD—SENATE.

JUNE 30,

taxation and wniformity of burden isfor all time and for all men.
Give me a reason, if you ean, why the little shareholder or the
big shareholder, either, of a eorporation should bear a burden
of taxation that does not apply with equal force to every other
man in his condition and surrounded by his cireumstances.

AMr. SMITH of Miehigan. Mr. President——

The VICE-PRESIDENT. Does the Senator from Iowa yield
to the Senator from Michigan?

Mr. CUMMINS. T do.

Mr. SMITH of Michigan. Mr. President, I desire to remind
the Senator from Iowa that that law had one great advantage
over the one now under consideration. That provision was in-
tended to levy a tribute upon the gross ineome of corporations;
and, as sueh, it would have gotten a great deal of money into
the Treasury, because the gross income of corporations is a
matter of very easy ascertainment, while this prevision, which
is to deal with the net profits of corporations, leaves it within
the power of a corporation fo dissipate its earnings by beiter-
ments and improvements of its property, practieally defeating
the purpose that seems to be in view.

Mr, CUMMINS. Mr. President, all that the Senator from
Michigan states is true. The proposition of 1808 was in many
respects superior to the proposition of 1909, If we are to have
a franchise tax, if we are to have a tax on business, let it be
the tax proposed in the law of 1808, under which the Spreckels
case arose; which was also a fax on gross receipts.

Ah, Senators, the amendment that I have just suggested, and
whieh was arguéd with sueh superb eloguence and with such
strength and irresistible power in 1808, did not become a part
of the revenue law. Some time before we have finished it will
become necessary, I think, for those who so vigorously opposed
that proposgition to show some good reason for the change in
the faith that is in them. The Senator from Rhode Island does
not need to mnke any explanation, because he frankly says he
is opposed to the whole scheme; that he is opposed to an income-
tax law; that he is opposed to a eorporation tax, and has only
employed the corporation tax as a convenient instrmment to
destroy the other, which seemed to have some chance of passage.

But I pass hastily on. Another fault in this proposed law is
that with regard to a large part of the eapitalization of our
corporations, namely, that part represented by bonds, there is
no tax whatever. I should like you to explain why it is that
you propose to exempt the men who hold the bonds of the corpo-
rations of the country, while laying so severe a burden upon
those who own the stock. If there be any difference in the
merit of these investments, it ought to be in favor, and is in
favor, of the stock rather than the bond, for the stockholders
represent the energetie, the vigilant, the enterprigsing men of
the United States. You are taxing their capital, and leaving
nntouched the inert, the well-gnarded, the safe capital invested
and represented in the bonds.

Let me give you a little information upon that point. In
Moody's Manual for 1908, he brings together about 18.000 of
the larger corporations of the United States, not including
banks. I have divided these éorporations into certain classes,
which you will readily understand. First, the steam railways.
Our steam railway companies have issued bonds that are now
outstanding to the amount of $8,62%,552,806. Their aggregate
eapital stock is $5.270,904,040. That makes an aggregate eapi-
talization of the railways of the land of $13,908456,846.

Under this amendment all the burden that is placed upon
the railways by way of taxafion is borne by the £5,000,000,000
of the shareholders and not one penny of it by the $8,000,000,000
of the bondholders. It is true that the amendment provides
that the net earnings shall be asceriained by deducting only
interest to the extent of an amount equal to the stock: but that
makes no difference whatever. No part of the burden is laid
upon the bondholder. The limitation just mentioned simply in-
creases the net earnings, the tax upon which is borne by the
shareholders. So you say to your countrymen, * We intend to
fax the five billions of eapital represented by the stock of the
raflways, and do not intend to tax the $8,000,000,000 repre-
sented by the bonds.” Everybody knows, with regard fo these
corporations, that the eapital is originally divided into two
classes, Their indebtedness is not a matter of accident. All
these companies intend that fheir eapital shall be represented
by bends, and not by stock. How you will defend a proposition
of that sort passes my comprehension. If either of these classes
of eapital should be favored, it ought to be the shareholder,
for the bondholder is seeure beyond peradventure. Not only
g0, but in the ease of railways the bondholder receives a greater
rate of interest upon the average than does the stockholder. If
you will examine the last report of the Interstate Commerce
Commission, you will find that the bondholders of the eonntry
get a larger percentage of interest than do the shareholders

as dividends. I have no words that ean emphasize the impres-
sion that this simple showing must create.

But I pass on to public-utility companies—the gas companies,
the street railway companies, the electrie light companies, and
so on. In the United States their capitalization is 87,797
828,000, Of that amount $3,519,210,000 is represented by bonds
and $4,278,618,000 is represented by stock. All the suggestions
which I have made with regard to the steam railways apply
with equal force to public-utility companies and to mining
companies.

I have here reproduced—but shall not read, because T want to
hasten on—the industrial and miscellaneous companies, with
their $9,800,000,000 of capitalization and their preportionnte
amount of bonds. The summary of all these companies is as
follows:

Bonds, $14,461,735,806—nearly one-ninth of all the wealth of
the United States, no matter in what form represented. One-
ninth of all the wealth of the United States is represented in
the bonds of the companies I have recapitulated—$14,461,735,506.
Yet in a proposal to levy a tax upon the wealth of the country,
upon those who are best able to bear the burdens of government,
conseiously and intentionally you exempt these $14,000,000,000
and pass on to the $10,000,000,000 of capital stock. If this
amendment affected only these great corporations, the prejudice
against corporations might justify Congress in doing so manifest
an iniguity—I ought to eorrect that; I do not mean * justify

Congress,” but it might defend Congress.

But remember that these corporationg are not morve than one-
tenth of all the corporations of the country. Ah, probably not a
twentieth of them all. In every State there are a great many
corporations, small, indeed, in size, composed of men of limited
means who have chosen to carry on their business in this way;
and the diserimination that you make between the wealth rep-
resented by the bonds and the wealth represented by the stoek
will condemn this law in the eyes of every honest and law-
abiding and government-respecting man.

It is quite well to say that the law will be repealed within
two years; I think it will be repealed before two years. 1
think it will be repealed just as soon as the Members of Con-
gress have an opportunity to visit their homes, and are then
called again into official duty.

But that is vot all. I have been speaking of the inequality
as between capital invested in corperations. There is the same
substantial and fundamental inequality betwesn ecapital in-
vested in eorporations and capital invested either in individual
enterprises or under copartnership arrangement. One-half and
more of the active eapital in the United States engaged in busi-
ness is in the hands of individuals and in copartnerships, and
not in the hands of corporations. What do you think the law-
loving and justice-loving people of this country will say of a
proposition that taxes one man because he happens to have
bought a share of stock of a corporation and leaves another
untaxed who is engaged in exactly the same business?

Far above everything else, Senators, we ought to keep our
eyes steadily upon just one star, and that is, equality of bur-
den, equality of taxation, uniformity, if you plense, in every
burden that you must impose upon a eitizen in order to sustain
the Government. But I must pass along. All these inequalities
are so obvious that I am sure they need no furtier elabora-
tion upen my part. Now, I want to say a word with regavd
to ancther subject.

This amendment first embraces all corperations for profit
that have eapital stock represented by shares, and then it
enumerates every insurance company now or hereafter organ-
ized under the laws of the United States or of any State or
Territory. I do not see my esteemed friend the Senator from
Connecticut [Mr. Bvrgrrey] here.

Mr. KEAN, He is here.

Mr. CUMMINS. Ah, I see him; and I reaffirm what he said
yesterday, that there is mo ecapital in the United States so
heavily taxed at the present time as the money of insurance
companies. I want that te sink deeply into the minds of Sena-
tors here. It was for that reason that in our income-tax
amendment we exempted mufunl insarance companies and ex-
empted all the earnings of insurance companies except those
which were applicable te dividends. I repeat, that of all forms
of eapital, that which finds its way into insuranee companies
is most heavily taxed. In our State a company that is organ-
ized under the laws of some other State pays, as I remember,
2} per cent upon the gross preminms received in that State,
and then it pays something also upon those premimms when
they reach the home of the corporation. So it Is with all in-
surance companies. I venture the statement—and I believe
that the Senator from Connecticut will show it beyond perad-
venture—that the meney that is paid by the policy holders of
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this country into the hands of insurance companies is taxed
more heavily and oftener than any other species of property
that is known to our law; and yet they are not only brought
within the provisions of this amendment, but they are brought
within them indiscriminately and unintelligently, if the com-
mittee will accept my apology for using those words.

I am a good deal of an insurance man, and I know something
about insurance. It is one of the few subjects that I do know
something about, and, if I go wrong, I am sure my friend the
Senator from Connecticut will correct me.

There are three general kinds of insurance companies: First,
the old line companies, which do business under what is known
as the “legal-reserve plan; " that is, they collect enough from
their poliecy holders to lay aside a legal reserve, which, if the
policy be continued according to its terms, will pay out when the
event happens against which the insurance is written. These old
line companies are of two sorts; one sort has capital stock, and
one sort has not. Then, we have another kind of insurance com-
panies, known as *“assessment insurance companies,” that
collect from time to time for the losses or for the payment of
policies as they may mature. Then, of course, there is another
kind thﬁat insures against a particular event, such as accidents
or the like.

We will take a stock company of the old line, as they are |

called. The policy holders pay in their money and the company
must lay aside a certain amount of that in order to remain
solvent. That is called the “legal reserve.” In some Statesitis
one amount and in some States it is another, depending upon
the rate of interest whieh the statute prescribes for the solvency
of the corporation.

That amount is laid aside. What remains? There remains
the amount which is redistributed among the policy holders by
way of dividends upon their premiums and the amount which
the company must pay out of the mortuary fund for deaths
that have occurred during the period; and in ascertaining the
net earnings of insurance companies of that character, this
amendment does not permit the deduction of any amount paid
to the policy holders by way of dividends; it does not permit
the deduction of any amount paid to the heirs or the legal rep-
resentatives of those who die, because the losses which are per-
mitted by the amendment are the losses which occur by casunalty
and by accident and are not the losses which result from the
performance of a contract of insurance.

Now, mark you, what the policy holders must pay. They
pay 2% per cent to the State, and possibly more; they pay, of
eourse, all the expenses of maintenance and operation; and
then they have got to pay—no matter whether they are rich or
poor, no matter what their incomes may be, no matter how
hard they may be struggling in order to keep up their premi-
nms—they must pay, then, this income tax or excise tax, or
whatever you may call if.

They must bear their share of the payment of that tax upon
all the money that is disbursed during the year for mortuary
purposes, all the money that is to be disbursed during the year
for dividends on premiums, and all the money, of course, that has
to be disbursed as dividends upon stock, if it be a stock company,

Senators, if you want to raise revenue, why do you select that
particular kind of capital? If I struggle and am able to get
a hundred dollars to pay the premium on my insurance, and
the company has to pay the state taxes—and they are heavier,
as will be shown, than the taxes on any other sort of capital—
why should I again be taxed on the excess which I have paid
into the company over and above the amount that is absolutely
necessary to earry my policy to fruition? When you onece look
at it, Senators, you will see there is not a gleam of merit in
it. But I will pass on to another kind of company.

Let us take an assessment company, if you like, We have one
assessment company in our State known as the “ Bankers’ Life
Association.” It is the largest life insurance company in the
couniry which does business in that way. It is one of the
most successful ventures in the insurance field known in a
guarter of a century.

It takes in a great deal of money in the course of a year.
It has no legal reserve, because it does not do business on that
plan; and therefore, in taxing it, it will be permitted to de-
duct only the expenses of its maintenance and operation—that
is to say, the salaries of its officers and its clerks—and every
dollar aside from that, under this amendment, will be taxed
as a part of the income of that company. That is true of every
mutual aceident company. It is true of every farmers’ mutual
company, it is true of every farmers’ elevator company, it is
true of every farmers’' creamery company, whose profits exceed
$5,000; and, as computed under this amendment, it will not
require much of a corporation to have a net income of $5,000
or more. You are bringing under the taxing power of the

TUnited States the very capital, the very money, the very prop-
erty that, above all kinds of property and capital, ought to be
excluded from federal taxation.

Something was said yesterday about building and loan asso-
clations. We have in our State——

Mr. BRISTOW. Mr. President——

The VICE-PRESIDENT. Does the Senator from Iowa yield
to the Senator from Kansas?

Mr. OUMMINS. I hope the Senator will not keep me here
much longer; I want to close.

Mr. BRISTOW. I merely want to ask a guestion, if it will
not disturb the Senator.

Mr. CUMMINS. Very well. .

Mr. BRISTOW. Take the mutual insurance companies, such
as the Ancient Order of United Workmen, and organizations
of that character. Would they also be subject to this taxation?

Mr. CUMMINS. Mr. President, that may be a matter of
doubt, and would depend entirely upon the law of the State
in which the company or organization was created. This is
my view of the matter: A secret order that has a ritual, that
is intended for social advancement and social purposes, and
moral purposes as well, and has a life insurance department as
a mere incident of its general organization, would not, in my
opinion, be an insurance company under this law. But the
very moment the insurance, whether it be life or otherwise, be-
comes the principal object of the organization, it becomes an
insurance company. I have no doubt that the A. O. U. W.—if
those be the letters—is an insurance company. I have no doubt
the Modern Woodmen of America would be held fo be an in-
surance company.

Mr. BRISTOW. Then this 2 per cent would be computed on
the entire receipts that are collected and disbursed?

Mr. OUMMINS. Deducting only the expenses of maintaining

the office.

Mr. BRISTOW. The death claims would not be deduocted?

Mr. CUMMINS. No; under this bill they would not.

Mr. BRISTOW. "It is astounding to make such a proposition
as that.

Mr. CUMMINS. It is. If the committee had not put out of
its own power the right of amending this amendment, I have
no doubt that as these enormities are pointed out it would be
glad to amend it. -

Mr. MocCUMBER. Let me ask the Senator whether the death
expense is not an ordinary expense of an insurance company
of that character?

Mr. CUMMINS. No; Mr. President, it is not. It is not an
expense at all in any proper sense. 1 have no doubt it was in-
tended that those death losses shounld be deducted. But there
is no reason upon the principle of the amendment why they
should be deducted. I know of no reason for deducting them.
Why should not the persons to whom the amounts of the poli-
cies are paid pay a tax just as well as the man who is paying
a premium from month to month or from year to year? I
possibly have no right te say for the committee that it was in-
tended even that these death payments should be deducted. But
if it is the purpose that in the case of any sort of insurance
company there shall be deducted the payments on account of
death or other event against which the insurance is issued,
there should necessarily be an amendment to the bill.

Mr. President, I am sure I have exhausted every whit of
patience that even a generous Senate can feel in my behalf, and
I do not intend te further prolong this discussion. There are
many things that can be said with regard to the operation of
this bill that have yet to be said, for when you apply this
bill to the actual conditions of our country and fairly under-
stand who will be ecalled upon to pay these taxes,-the moral
sense of the whole Nation will be shocked. It has already been
shocked to some extent, as will be apparent from certain papers
I hold in my hand.

I intended to read these papers. They consist of petitions,
letters, and telegrams with respect to this tax. T have received
many hundreds of them since the bill was first made public. T
have selected a few which represent different points of view
and come from men of wide observation, who look at life and
business from varying standpoints. I shall ask leave to insert
in my remarks, witheat reading them, the letters and telegrams
I hold in my hand upon this subjeect.

The VICE-PRESIDENT. Without objection, permission is
granted.

The papers referred to are as follows:

Des Moixes, Iowa, June 26, 7909.
To the honorable Finance Commitice of the United States Sonate and
to the members of the Towa delegation in Congress, Washington, D. €.

GENTLEMEX : The undersigned life Insurance companies and associa-
tlons of Jowa beg your careful conslderation of the provision In the

measure for taxing the Increased assets or surplu
which may be used %or dividend purposes. SR A oy
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First. With few, if any, exceptions, each State In which we transact
business collects a tax on the premiums on the business in that State.
In some States deductions are permitted for death losses paid, but in
many the levy is made on the gross premiums. In many States the
rate is 23§ per cent. In a few it is higher. The average must, we
think, be at least 2 per cent of the gross premiums. This Is certainly
ample as a contribution on our part toward the maintenance of gov-
ernment. To double it by a like amount in favor of the Federal Gov-
ernment would, as we belleve, be unjust, oppressive, and a burden
which the system of life insurance could hardly be made to bear.

While we are willing to bear a fair and qu.tetnble burden of taxation,
equal to the burden of taxation that shall horne by other corpora-
tions of this country, we Insist that a general law made applicable to
all corporations based upon the net increase of assets that may be
used for dividend purposes, will place a much larger burden of taxa-
tion upon life insurance companies proportionately than will be placed
upon other corporations. For example, all premiums collected by an
Iowa insurance cnmpnnjy outside of its own State are subject to an
income tax of at least 2§ per cent. 'This same money when it arrives
in the State of Iowa is subject to a tax of 1 per cent (less death
losses and reserve liability for the eurrent year). This same money
when it appears at the end of the year in the increased surplus of the
ecorporation has an additional tax of 2 per cent levied upon it by local
authorities. If the Federal Government now levies a tax upon the
increased surplus which this same money goes Into from year to year,
a fourth tax will be added, which will be that much more of a tax
than is pald by every other form of corporation.

Therefore we insist and maintain that justice and right require that
an exception be made in the general law gmposed by your committee
to the extent that the taxes reguired by Btates other than the home
States of insurance corporations shall be deducted from the operation
of the proposed federal law. We insist that at the present time and for
several years In the past insurance corporations, by reason of the action
of the varions States in this country, are paying 23 per cent tax upon
the preminm income, which tax {s 2} per cent greater than is being
paid by other corporations doing business in this country. In other
words, certain States have anticipated the proposed action of the Fed-
eral Government and are already collecting a general income tax from
life insurance companies, and we Insist that we are already paying this
item of taxation more than other organized corporations are paying;
and we ask your honorable Finance Committee, in the preparation
of the proposed income law, to provide a remedfr for this injustice of
burdening insurance institutions with a tax that is not carried by other
corporations ; or, in other words, we ask your honorable committee to
place us on the same basis of taxation as all other corporations.

It is understood that a proposal to impose a federal tax upon inheri-
tances was abandoned for the reason that the States had already im-
posed such levids for the raising of state revenues.

It must certainly be desirable, so far as possible, that the revenues
of the National Government should be so raised as not to interfere with
the o ratllo:is of the taxing departments of the States or to duplicate
the state levies.

Upon this principle the proposed federal law might well provide
that such corporations as are required to pay taxes upon their receipts
to the States may deduct the amounts so paid from the levy made upon
them under the proposed United Btates statute.

We appeal to your judgment and fairness in this matter, and ask
that the Pmpnseti. law may be so amended as not to impose twice the
burden of taxation upon life insurance corporations that will be im-
posed upon other forms of corporations in this country.

?gurs, very respectfully,
RovaL UxioNx MuTuaL LiFe,
By Fraxg D. JACESON, President.
AMERICAN Lire INsURANCE Co.,
By J. C. GRIFFITH, Secretary. !
EquiTABLE Li¥e INSURANCE Co. oF Iowa,
By Cyrus KIRK, President.
Des MOINES Lire INsURANCE Co., OF Towa.,
By L. C. RAWSON, Vice-President.
CENTRAL LIFE ASSURANCE SOCIETY OF THE

USITED STATES,
By Geo. B. PEAR, President.
THE BANKERS' LIFE ASSOCIATION,
By E. E. CLARK, President.

OFFICE OF GREEN BAY LUMBER COMPANY,
Harlan, lowa, June 26, 1909,

Hon. J. P. DOLLIVER,
Washington, D, O.

DeAnr SExaTonr: With some hesitancy I am undertaking this letter to
you in the matter of the proposed income tax upon corporations as such ;
not in any advisory sense, but simply as an informal expression of in-
terests that seem to me likely to be overlooked, or at least overshadowed,
by more striking features in the situation. I refer to the interests of
those people of moderate nnd even slender means, whose savings are
largely if not wholly invested in corporation stocks. These corporations
are generally concerns with which the investor has been connected for
years as a faithful employee, though there has bheen a growing tendency
toward such investments among our farmers, and more especially their
widows who dread the care of the farm. The prominent business fig-
ures of the country or community really own a decided minority of the
concerns that they dominate or even manage.

The writer has alwais understood the economie principle of an in-
come tax to be that when an individual’s income became sufficient to
support himself and family in a high degree of comfort any further
JAncrease of that income—which could only serve the purpose of luxury
or more extensive investment—should be subject to a special tax for the
commmon good; in short, the surplus income of one would be taxed to
relieve a similar burden upon the scant income of another.

Inasmuch as a corporation has no personal needs, it has no income
in the sense above defined. The net earnings of a corporation are really
a trust fund, held for distribution among the stockholders to whom the
dividends become income in the meaning here to be considered. The
corporation is already taxed upon its holdings in the assessment of its
property, real and personal; further taxation would be double taxation
and, it seems to me, indefensible from the standpoint of logic or equity.
It would be just as reasonable to call the net returns of an estate the
income of the administrator. :

The last few years have developed a very general desire on the part
of employees to participate In the investment as well as the labor in
those ?Ines which they have made their life work. In most cases, the
employers have shown a commendable disposition to meet this demand.
Asﬂle from the material benefit likely to result from this arrangement,
the spirit of mutual interest and good will thus shown must be highl
mtll‘]ying tt every good citizen. In my humble judgment, the grow

and success of such arrangements means much to the Natlon, and I
would deeply deplore any legislation to the contrary.

Yet" the levying of a so-called ** income tax ™ upon the net earnings of
corporations, as such, can not fail to discourage this desired partner-
ship between labor and capital, in that it places a special tax upon
the smallest stockholder and tempts capital to avoid all forms of incor-
poration; and there is no other form of business association so well
adapted to the common needs of both large and small interests. Within
my personal knowledge, more than 60 per cent of the corporation stock
held by emg!oyees is acquired upon credit, the purchaser relying upon
the dividends to pay him out if he can save the interest from his earn-
ings. Thrifty and efficient men win out on this plan nearly every time,
but it is plain to be seen that even a small addition to-this burden
would tend to discourage the attempt, even if it were not actually a
serions handieap. -

In conclusion, I will ask you to ipardon 80 lengthy a communication
to one as busy as yourself, but this paruclgauon by employee in the
stock of the emploging corporation is a hobby of mine, and it is hard
for me to quit. At the risk of discrediting all that I have said, 1 will
confess that I am a Demoerat and a believer fn income tax: but I can
not refrain from protesting against a measure that will, I believe,
seriously interfere with the successful operation and further develop-
ment of the most important organ in the body economic—human labor.
Hoping again that my earnest interest in the matter may excuse my
presumgt on, I am;

ery truly, yours,

BECURITY TRUST AND BAVINGS BANE,

Charles City, lowa, Jun 5
Hon. A. B, ComMIss, : e el S

Washington, D. ©.

My DrAr SexATOR: I feel that it is the duty of every citizen to ex-
press himself upon the proposed corporation income tax. It seems to
me that of all the unfair propositions that was ever proposed, this one
takes the cake. While personnllr I would not be in favor of an income
tax, _stlll, an income tax upon all Incomes, it seems to me, would be “a
king " compared to the corporation income tax which is proposed.

In every pr ive community at the present time a large part of
the business which is a benefit fo the community and to the laboring
man is conducted 1;5 corporations. These corporations are in almost
every instance backed and supported by the men who believe in keeping
their mmoney at work for the good of the laborer and for the good of his
city. In order to do this he must invest his money in corporations
doing husiness in his city.

There is another class of men in every community whe have amassed
fortunes, which they see fit to hold and only use for their own personal
benefit to see how much “ per cent " they can receive upon it, who never
take any interest in the community and never do anything which will
benefit anybody except themselves.

The progressive up-to-date citizen, who is constantly on the move and
trying to make thinﬁ; g0, must pay this cm?oratlon tax. The “ 10
per cent fellow ' sits back and pays nothing. It seems to me that it is
utterly and absolutely absurd to ask him to do this.

In our own city we have a little bunch of people who have every
dollar they can gather together invested in the stocks of corporations
and who are doing more for the city and the State than hundreds of
the other people who will not invest their money in anything except
securities which bring them dollars for their investment.

The result, as I have said before, seems to me is absolute unfairness
and injustice. I can not speak of other communities, but I can say
that for this community the proposed corporation income tax would
certainly be very unpopular.

1 wish again to congratulate you upon the fight that you have been
making upon the tariff bill, and while you have not accomplished much
in apparent results, I am satisfied that the future will justify you and
that you will gain largely by the course you have taken and that the
peo‘e!e of the whole United States will eventually justify your course,

ith kind personal regards, I remain,
Yours, very truly, A. B. ELuis,

BETTENDORF METAL WHEEL COMPANY,
Davenport, Iowa, June £1, 1909.
Hon. A. B. CoMMINS,
United States Senate, Washington, D. 0.

Dear Sexator: I take the privilege of writing you in regard to the
proposed tax on the income of corporations. he object of the pro-
posed law is twofold—revenue and publicity. As regards revenuc, the
tax is discriminating and unjust. It does not affect the incomes of in-
dividuals not derived from stocks, in many cases enormous, while tax-
ing people of small means, who derive their income from stocks.

As regards the publicity feature, I appreciate the desirability of giv-
ing accurate information to the publie in ard to stocks and bonds of
the great corporations whose securities are listed on the exchanges and
sold to the public. There are, however, in Towa and other States a vast
number of what might be called “ private corporations,” with but few
stockholders, whose securities are not on the market for sale to the
public. These corporations are in constant competition with individuals
and partnerships, and it is an act of diserimination to compel them to
make public their earnings and comply with federal regulations with-
out requiring the same of the individuals and partnerships doing a like
business. A general income tax applicable to all, individuals, partner-
ships, and corporations, with proper provision to prevent double taxa-
tion, will obviate the injustice and diserimination.

The effect of the proposed law for taxing the earnings of corporations
only will be to drive many Industrial enterprises from the corporate to
the partnership form of organization, causing a useless and unwarranted
expense, To encourage the conduct of business through less advan-
tageous forms of organization means an economic loss, indirectly af-
fecting the entire country.

While your views may not agree with those expressed above, 1 have
taken the liberty of laying them before you for your consideration.

While writing you, I wish to express my appreciation of your able
efforts to secure a substantial reduction of the tariff,

Yours, truly, NaTH. FRENCH.

Prrrseure, IPA., June 18, 1909,
Senator CUMMINS

Senate Gham&er, Washington, D. O.:
1 respectfully urge you to demand tax amendment providing that
corporation tax be small gradunted tax upon gross earnings of cor-
rations instead of straight 2 per cent tax on net earnin sald tax
0 be made to bear more heavily upon those corporations which conutrol,
or nearly control, prices in their respective lines. This would be
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proper diserimination in favor of small eompetitors of gigantic trusts,
and it would tend to prevent trusts from shifting such taxes to shoulders
of consumer. In my humble estimation it is just smch protection that
is most needed in America at this time.

CLARENCE VANDYEE TIERS.

Dueuque, Iowa, June 28, 1009.
Hon. A. B. ComMINS, Senate: ;
We urge you to exempt building and loan associations from proposed
corporation-tax amendment to the tariff act.
Iowa StaTeE LEAGUE BUILDING AND LOAN ASSOCIATIONS,
C. H. REYNOLDS, Secretary.

CEDAR RAPIDS, TOWA, June 28, 1909.
Hon. A, B. CUMMINS,

Senate Chamber, Washingion, D. C.:
If possible, have domestic local bullding and loan associations exempt
from proposed corporation-tax amendment to tariff act.
Iowa DoMESTIC LoCAL BUILDING AND LOAN
ASSOCIATION LEAGUE,
F. D. DENLINGER, Pregident.

CHICAGO, ILL., June 25, 1909.
Hon. ALBERT B. CUMMINS,

Benate, Washington, D. C.:

The Chicago Association of Commerce, composed of 3,000 firms, cor-
orations, and Individoals, to-day passed the following resolution, and
nstructed me to forward copy to you:

“Whereas there Is a proposition before Congress to tax the net in-

come of corporations; and

*“ Whereas such a |proposed tax, especially as !&p lied to mercantile,

manufacturing, and industrial eorporations, woul an act of great
injustice, as coparinerships engaged in exactly the same b are
not so taxed: Therefore be it

“Resolved, That the Chiea

F) Association of Commerce vigorously
protests against sach Iegislatoni which le a serious burden upon
mercantile, manufacturing, and Industrial corporations and omits ]%:he
individual and copartnership engaged in similar or competitive lines of

business.’
Epwarp W. SKINNER, President.

Mr. CUMMINS. And now, Senators, I can not close without
expressing the obligation I feel for the hearing you have given
me; nor can I close without expressing the hope that you will
apply the universal principles of justice and fairness to this
subject, and that you will not permit the legislative history of
a country like ours to be clouded by so manifest an aet of wrong
and oppression.

I omitted yesterday to ask the Senate to insert as a part of
my remarks a portion of a consular report respecting income
taxes in other countries. I ask now the consent of the Senate.

The VICE-PRESIDENT. Is there objection to the request of
the Senator from Iowa? The Chair hears none, and it is so
ordered.

The matter referred to is as follows:

b FixaNcEs—INCcOME TAXES ABROAD.
United Kingdom.
OPERATION AND EXTENT OF YIELD—RECFEIPTS FEOM VARIOUS GROUPS.

Special Agent Charles M. Pepper has prepared the following very
comprehensive report on the British Income tax, showing the rates
of taxation, and also its relation to the other sources of revenue:

The British income tax in one form or another has been in force
with some short and some long Intervals of freedom from it for 110
years. Since 1842 its operation has been almost continomous. In 1799,
when the tax was first applied and Ireland was not included, the
population on which it was laid numbered 10,500,000 and the revenue
obtained was approximately $30,000.000. For the fiscal year which
ended March 31, 1009, with a population In Great Britain and Ireland
of 44,500,000, the revenue was £33,930,000 ($165,103,000). This was
the greatest single source of revenue, since it exceeded the exeise

revenue by £300.000. It was also £930,000 in excess of the estimate
for the year. The tax was levied on gross income of approximately
£5,000,000,000 and net income of $3,200,000,000. While the income-

tax recelpts occasionally fall below the estimates by small amounts,
the more common experience is that the receipts exceed them by large
amounts.
RELATION OF INCOME TAX TO OTHER REVENUES,
The exact relation of the m?erty and income tax, as it is known,
to the other revenues of the United Kingdom appears in the following
summary of sources of revenue for the fiscal year 1908-0:

tax has varled from time to time both In form and substance, while
the rates: have ran over a wide scale, until now in the fiscal
legislation of the United Kingdom the chan
a view to securing further revenue, though in some periods the modifi-
catlons have been for the purg{me of giﬂng relief, The system in
foree is based on the fundamental acts of 1842 and 1853, a the tax
is imposed for every 20 shi.lllrégs, or pound sterling ($4.866), of the
annual wvalue of certain profits, which are set forth wunder var-
fous schedules comprising the sources of income. These are as fol-

lows :
Sehedule A.—Pro rt% in all lands, tenements, hereditaments, and
heritages in the United Kingdom.

Sehedule B.—Occupation of all such lands, tenements, hereditaments,
and heritages.

Schedule 0.—All froﬂta arislng from interest, annuities, dividends,

and shares of annuities payable to any person, body politic or cor.
porate, com or soclety, whether corporate or not corporate, out
ublic revenue.
8 ule D.—The annual profits or gains arising or accruing to any
person residing In the United Kingdom from any kind of property
whatever, whether situate in the United Kingdom or elsewhere, and
the annual profits or gains arising or accruing to any person residing
in the United Kingdom from ai profession, trade, employment, or
vocation, whether. the same Bhaﬁ be respectively carried out In the
United Kingdom or elsewhere.

And the annual profits or gains arising or acerning to any person
whatever, and whether a subject of His Majesty or not, although not
resident within the United Kingdom, from any profit whatever the
United Kingdom, or rofession, trade, employment, or wvocation
exercised within the Un om.

And all interest of money, annuities, and other annual profits and
gains not changed by virtue of any of the other schedules.

Schedule E.—Every public office or em logment of prefit, and upon
every annuity, pensiom, or stipend yahle by His Majesty or out of
the public revenues of the United om, except annuities charged
to the duties under Schedule C.

EXPLANATIONS OF THE SCHEDULES.

Full definitions are given of the meaning of the various terms in
these schedules as they are to be applied by the commissioners of the
inland revenue. Collections “ at ithe source” include the tax on land
paid through the tenants, on dividends paid from the offices of public
companies, and on consols pald through the Bank of England. It is
stated that In order to secure the abatements and deductions which
are allowed, about four-fifths of the income-tax Eﬂayﬁrs make written
deelaratrjt;ns of their aggregate incomes. Two-thirds of the tax is paid
indirectly. .

made are usually with

ABATEMENTE AND MODIFICATIONSE.

All incomes under £160 are exempt from the income tax. Grad-
uated abatements also are allowed on incomes between £160 and £700.
The scale of these abatements since 1898 has been as follows: £160 on
incomes e:n:ee%ill‘zg £160, bntinot zgaﬁee%&n $40(l)n: £150 on incomes ex-
ceeding £400, but not exceeding 5 on incomes exceeding £500,
but ngt exceeding £600; £70 on incomes exceeding £600, but not ex-
ceeding £700.

The modifieations of the income tax in practice are set forth in the
detailed exhibits of the number and amounts of the abatements, in
the exemptions in respect of small inecomes, and in the deductions
from gross Income for life insurance premiums, charities, and hos-
pitals, of lands and houses, wear and tear of machinery or
plant, other allowanees. Deductions of one-eighth are allowed Ia
respect of lands and of one-sixth in respect of houses for repairs, ete.

In analyzing the yield from the tax attention must be paid to the
rate of ¢ and a basis of estimate may be had from the knowl-
edge that at 1 shilling in the pound sterling it would be 5 per ecent.
The lowest rate of charge since the foundation of the presen
was lald, in 1853, has been 2
be 4 cents in $4.86, or a fract
obtained in 1875-76. In 1874 the charge was 3

system
?ence in the pound sterling, which would
on over 1 cent on the dollar. This rate
ce to the pound.

Since 1806 the lowest rate has been 8 pence and the highest 1 shilling
3 or approximately 30 cents to the $5. The various exemptions,
deductions, abatements in practice have the effect of modifying the

rate for the individual taxpayer, but in calculating the revenue derived
from the tax the feasible mode is to determine the amount which
each penny in the pound produces. Thus, in 1808, when the rate of
charge was 8 pence, the total ;l»roﬂtwe for each penny of the tax was
22,153.000 1 10.692.000}. and in 1007, when the rate was 1 shillin

£2 667,000 ($12,977,000). In terms of American currency this wounid
be approximately $5,350,000 and $6,500,000 for each 1 cent of the tax
in the respective year. !

NET RECEIPTS FROM TAX.

The net receipts of the income tax In the fiscal years from 1898-99
to 19078, Inclusive, showed that in the latter %eau' almost twice as
much revenue was drawn from this source as in 1898, the es being
£18,042,311 and 231,860,000, respectively. The bulk of the increase
was due to Increased rates, the not exclusively so, as the gross
amounts and the net incomes both increased in the period mentioned.
Since evelgl year reveals Incomes previously covered up, the mere addi-
tion to either the income or the net income can not be taken as
entirely a fresh addition to the national wealth. The full returns of
net receipts and rate of charge in the perfod from 1898 to 1907, inclu-
sive, are as follows:

Customs. £29, 200, 000
Excise = 33, 850, 000
Estate, ete., dutles 18, 270, 000
Stamps 7, 770, 000
Land tax T30,
House duw 1, 900, 000
Property and in tax 33, 930,
Post-office __________ 17, 770, 000
Telegraph and telephone ——== 4, B30, 000
Crown lands 530, 000
Buez Canal, ete 1, 171, 466
Miseellaneous 2, 0286, 829
Total 151, 578, 295

From this total of £151,578,205 ($735,590,000), In order to get at
the tax and nontax means of revenue It Is necessary to separate the
nontax revenues, which are those from the post—oﬂcei telegraph aad
telephone, erewn lands, Suez Canal shares, and miscellaneous sources.
These amounted to £26,028,295 (5126,654,000), leaving £125.550.000
($610.936.000) raised by taxation. From this it appears that in 1908,
out of total revenues of $737,590,000 and of tax revenues of $£610,-
936,000, the Income-tax contribution was the largest.

HISTORY OF THE TAX—SCHEDULES.

The history of the income Impost may be briefly described as a
gerles of temporary expedients converted from time to time Into fixed
taxes, until it has become one of the chief means of taxation. The

Rate in the

Year. Amount. pound

sterling.

1898-99. £18,042,311 % "s
1899-1900. 18,867,536 0 8
1900-1901 27,561,160 18
1901-2 35,578,700 1%
1902-3 33,650,846 X =38
19034 30,500, 450 0 1
1904-5. 31,263,654 18
s A

———— v
T S R Sy S e S KT T 531,860,380 i

¢ Nine pence on * earned " incomes up to £2,000.




3984

CONGRESSIONAL RECORD—SENATE.

JUNE 30,

YIELD: FROM VARIOUS SOURCES.

Notwithstanding the complicated worklng system of the tax, It Is
possible to place the yield from the different sources as classified under
the various schedules., Complete statisties for the fiscal years 1907

and 1908 are not available, but for the ten-year period from 189-7 to
1906, inclusive, the classes of Income on which tax was received can
be given, the abatements and deductions from gross income having been

made. The exhibit is as follows:

- . Class 3, proﬂtslo‘lm 4, profits| Class 5, sala-
Class 1, profits Olass 2, profits| from British, | from busi- ries of gov-
- from owner- | from occupa- | Indian, colo- | nesses, con- | ernment, cor-
Year. hip of lands, | tion of lands, | nial and for- | cerns, profes- | poration, and Total.
houses, ete. | ‘ete. (Sched- gn govern- |sions, employ-| public com-
(Schedule A). ule B). ment securities; ments, ete. | pany officials
(Schedule C). | (Schedule D). | (Schedule E).
£143,120,150 £5,026,024 £35,966,088 | £303,508,980 £37,490,058 £525,911,200
148,123,018 4,987,105 96,703,116 | 318,555,008 39,841,208 548,220, 450
149,043,232 4,832,636 36,165,100 832,140,361 42,678,520 564,868, 749
151,408,871 4,706,301 88,170,385 354,088,230 45,787, 966 604,106, 268
152,178,083 4,411,746 40,768,859 368,027,479 47,164,772 607,550,919
152,282 990 4,338 514 42,810,728 861,408,999 48,271,563 608,606,008
156,197,274 4,431,668 40,285,157 864,483,933 49,713,841 615,012,373
157,696,080 4,205,124 41,857,060 365,234, 808 50,885,585 619,328,007
157,525,804 4,000,835 42,810,844 875,848,954 52,742,800 632,024,746
08,452, 4,111,583 41,710,964 881,038, 647 64,786,452 640,048,238

The gross amount of income arlslnf from the ownership of lands,
houses, etc., for 1907, showed a net increase of £47,284,000, or 21.8
er cent, as compared with 1808, There was a decrease as regards
ands of 3.4 per cent, which was more than compensated for by the
increase as regards houses, which was 29.9 Per cent.

Profits from government securities—British, Indian, colonial, and
foreign—showed an Increase of £8,113,000, or 21 per cent, over the
same decennial period.

Interest from Indian, colonial, and foreigm securities other than
overnment securities increased ,807,000, and rallways out of the
Tnited Kingdom &£5,957,000.

Businesses, concerns, professions, ete., showed an increase of £117,-
357,000, or 20.2 per cent, during the-ten years.

Railways in the United Kingdom showed an increase of £2.3855,000;
mines, £7,204,000; gas works, £1,735,000 ; Iron works, £474,000 ; water-
works, £1,389,000, .

Salaries of government, corporation, and public company officials In-

creased in the ten years from £59,791,000 to £97,132,000, or 62.4 per
cent, but part of this was merely bookkeeping, since the conversion of
private concerns into public companies increased the amount a

under profits from businesses, concerns, ete.

RELATIVE YIELD OF THE SEVERAL GROUPS.

From the tabular snmmary it will be seen that the single group of
businesses, concerns, professions, and employments furnishes more than
half the income from which the tax is collected, the amount in 1906-7
having been £381,037,000 ont of the total of £640,048,000. Relatively,
the same proportion hplds with reference to gross Income, the figures
for the same year having been £518,670,000 out of a total of £043,-
702,000, The gross income under this head covers the assessable profits
after the deduction of all outgoings which the law regards as a set-off
in arriving at the assessable income. The profits included in this group
consist of those from businesses, manufactures, or concerns in the nature
of trade, from employmenis except those of a public natore, and from
forelgn and colonial securitles, except government securities. The main
classification in this group is the general one of businesses and profes-
sions, Including salaries of employees, In the year under consideration
it afforded £373,057,000 out of the gross income of £518,670,000. Par-
ticular properties designated are rallways, canals, mines, gas works,
iron wolg{n. market tolls, quarries, ete. Railways were credited with a
gross Income of £42,070,000, and mines, £16,372,000,

After businesses and professions, profits from the ownership of lands
and houses are the leading source of income on which the tax is laid.
In the year cited they furnished £263,742,000 of gross and £158,453,000
of net i’;come. This group includes every description of ;meﬂy in the
nature of realty that can be brought into valuation. armers’ profits
come under the separate grouping of occupation of lands. The profits
are assumed by law to be one-third of the annual value,

The gross income from all classes of profits brought under review of
the inland-revenue department ranged from £734461.000 in 1897 to
£043,702,000 in 1906, The character and the relative proportions of
the elements which differentiate the gross income from the income on
which the tax is recelved can be shown from the analysis of deductlons
for n single year, and for this purpose 1906-7 is taken. In that year
the deductions from gross income were as follows :

Exemptlons in respect of small incomes________________
éﬁntl{aments ce  premiums

e-insurance S
Charities, hnspi%als. friendly socleties, etC oo
Repalrs—lands and houses__
Wear and tear of machinery or plant 17,107, 518
Other allowances and incomes on which tax was Irrecoy-

erable e - B8, 212, 165

Total __ 303, 653, 776

£54, 520, 281
114, 556, 689
» 155, 557

11, 105, 028
38, 996, 538

INCOME FROM ABROAD.

A very interesting feature of the British income tax is the amounts
received from Investments abroad. These include income disclosed by
agents for payment of interest in the United Klnfdom on foreign and
colonial government securities, tax on dividends or interest paid through
agents by a forelgn or colonial company or corporation, tax on the value

coupons for interest and dividends from abroad, Income received in
respect of investments abroad, and British companies owning and work-
ing railways abroad. In 1907 the income disclosed under these heads
amounted to £79,560,000.

Beyond this enrmarked figure there exists a large amount of Income
from abroad which can not be identified as such in the assessments,
and which is therefore included in the quota of businesses, professions,
ete.  This unidentified income includes concerns other than railways

gituated abroad, but having their seat of direction and management in

the United Kingdom, such as mines, gas works, tramways, nitrate
grounds, oil fields, tea and coffee plantations, land and financial com-
panies, ete.; concerns iointly worked abroad and in the United King-
dom, such as electrie telegraph cables and ahllgp!ng: foreign and colonial
branches of banks, insurance companies, and mercantile houses in the
United Kingdom ; mortgages of property and other loans and deposits
abroad belonging to banks, ete., in the United Kingdom; profits of all
kinds arising from business done abroad by manufacturers, merchants,
and commission agents resident in the United Kingdom.

Profits from abroad so far as identified for the period from 1898 to
1907, inclusive, have been as follows:

Colonial or ¥
foreign secu-
rities (other
than govern-
India gov- ment) and
t:rknamfnt fC-:)lc;nml or | possessions
’ stoeks, loans,| fore ov-| * eoupons "’
Year. and guaran- A rr{ilwan Total.
teed rail- securitics. | out of the .
WAays. United King-
dom other
than those
ineluded in
eolumn 2,
189708 e .._.| £8,168,258 | £17,205,984 | £31,265,474 £56,639,6608
8,258,820 18,233,429 83,217,654 50,709,908
8,281,704 18,304,390 83,500,702 60,266, 886
8,567,639 18,085,410 83,008,476 60,331,525
8,E80, 908 19,245,888 34,432,083 62,559,470
9,048,777 19,935,643 34,814,295 63,828,715
8,695,929 20,263,072 56,006, 306 63,865, 506
8,760,185 20,880,887 86,421,087 66,062,109
8,862, 807 23,009,260 42 967,108 73,800,265
8,768,237 22,270,846 48,521,083 79,560,116

A valuable addition to the details given regarding profits from abroad
is afforded in the summary of income from profits from British, Indian,
colonial, and foreign government securities. The gross profits under
this head in 1907 amounted to £46,722,000 as against £38,600,000 in
1898. From an analysis of. the countries from which this income was
received it appears that British funded debt, unfunded debt, and vari-
ous guarant stocks amounted to £15,683,000; Indian stocks and loans
and guaranteed rallways, £8,768,000; colonial securities, £13,932,000;
forelgn, £8,338,000. Of the foreign securities, £3,843,000 is eredited to
Amerien, about all the countries of Latin America Leing Included. The
bulk of these securities, howeyer, are for the South American countries,
the Argentine Republic being credited with £1,358,000 ; Brazil, £092,000 ;
and Chile, £615,000.

INDIVIDUAL TAXPAYERS.

Since two-thirds of the tax is collected indirectly, it is not possible
to give the exact number of individual income-tax payers as distinet
from the number of assessments. In the income from businesses,-

rofessions, etc., for 1907 the number of assessments were as fol-
oOWS :

Persons, 476,404 ; firms, 58,040 ; %uhlic com&ules, 33,508 ; local an-
thorities, 10,639 ; total, 578,600. There may more than one assess-
ment on the same person, firm, or company, as a person, for instance,
may be carrying on two or more distinct businesses in different parts
of the countiry, and the assessments are made in the districts where
those businesses are situated.

ASSESSMENTS ON GROSS INCOMES.

To the ﬁ%ures above given are added employees under Schedules D
and B; that Is, of DLusiness firms and of the government and public
companies, the former belng 101,344 and the latter 417,845. This
makes a grand total of assessments of 996,445, or close to the million
mark for the two classes which are capable of classification, and the
%a%uggl%o gross income on which they pald the Income tax was

Keeping in mind that the number of assessments does not represent
either total incomes from all sources or the number of taxpayers, an
exhibit nevertheless may be had of the practical working of the in-
come tax as applied to profits from businesses and to salaries from
a detalled examination of the tabular exhibit of the 996,000 assess-
ments which represented a gross income of £615,801,000. This shows
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assessments of persons, firms, public companies, and local authorities
on groes incomes as follows:

Number of| Gross
Grade of income. assess- |amount of
ments. v}

Not exceeding £160, but not exempt. ... coeue o cenicaas 318,570 | £22,841,134
Exceeding £160 and not exceeding £200.. . Ly 237,775 | 43,946,713
Exceeding £200 and not exceeding £300 205,914 | 52,105,397
Exceeding £300 and not exeeeding £400. 80,019 | 28,676,015
Exceeding £400 and not exceeding £500 44,176 | 22,509,034
Exceading £500 and not exceeding £600. 23,175 | 18,004,198
Exceeding £600 and not exeeeding £700. 13,811 9,127,473
Exceeding £700 and not exceeding £800..... 11,154 8,509,841
Exceeding £800 and not exceeding £900..... 6,550 5,457,305
Exceeding £000 and not exceeding £1,000... =gt 8,758 8,552,708
Exceading £1,000 and not exceeding £2,000.. ol 23,082 | 83,758,188
Exceeding £2,000 and not exceeding £3,000.. ey 7,407 | 18,502,178
Exceeding £3,000 and not exceeding £4,000.. 3,803 | 13,376,481
Exceeding £4,000 and not exceeding £5,000.. 2,683 | 11,560,511
Exceeding £5,000 and not exceeding £10,000. 4,831 | 34,900,502
Execeeding £10,000 and not exceeding £50,000. 4,188 | 87,275,455
Exceeding £50,000 040 | 174,174,823

There was also £29,336,128 gross amount of income from agents,
bankers, and coupon dealers deducting tax om behalf of the revenue,
but this can not given in terms of grades of income and numbers of
assessments.

It may be noted that the assessments on incomes of £50,000 and
upward, or on $250,000, include 20 individuals and 92 firms.

The natlonal income of the United Kingdom ia variously estimated
by economists and statisticians at from £1,600,000,000 to £2,000,000,-
000 annually. Since gross income of more than £0900,000,000 and net
income in excess of £600,000,000 is brought under contribution, it
would appear that one-half the national income is subject to the tax
and one-third pays it

Recent history of the income tax is embodied in the finance act of
1907. Numerous changes were made by this legislation, some of them
being on the recommendation of a select committee, which was ap-
poln'f'ed in 1906, to Inguire into and report upon the practicability of
graduating the income tax and of differentiating for the purpose of the
tax between permanent and J}rmrlous Incomes. The relief given to
“earned " incomes up to £2,000 by a smaller rate of charge was the
result of this recommendation. Among other recommendations of the
committee was one that it should be made obligatory on every indi-
vidual to fill up a form of return of income, even where the return
would merely be a statement that the individual bad no income di-
rectly chargeable to the tax. This was. made effective. A recom-
mendation for improvements in the methods of claiming allowance for
depreciation and wear was also enacted. It was under the finance act
of 1907 that the taxpayer was entitled to be charged om the actual
rofits made during the year, instead of on an average of (hiose profits
or the preceding three years, if he preferred that method.

In the bud§et submitted to Parliament for the current fiscal year
by the chancellor of the exchequer the tax on unearned incomes’is in-
creased by 2d., making it 1s. 2d., and the tax on earned incomes over
£2.000 is raised to 1s. Persons earning under £500 a year are given
a new abatement of £10 for every child under 16 years. On incomes
exceeding £5,000 a year there is to be a supertax of 6d. in the pound.
The chancellor estimated that the extra yleld from the income tax
proper would be £3,000,000, and from the supertax £2,300,000,

Mr. BORAH obtained the floor.

Mr. CLAPP. Mr. President, I suggest the absence of a
quorum.

The VICE-PRESIDENT. The Secretary will call the roll

The Secretary called the roll, and the following Senators
answered to their names:

Bacon Cuommins Hughes _ Page
Balley Curt Johnson, N. Dak. Perkins
Beveridge Davis Johnston, Ala. Piles
Borah Dick Jones Root
Bourne Dillingham Kean Seott
Brandegee Dixon La Follette Simmons
Bristow Elkins Lodge Smith, Mich.
Bulkeley -Fletcher MeCumber Smith, 8. C.
Burkett Flint McEnery Smoot
Burrows Foster Money Stone
Carter F!}'ﬂ Nelson Sutherland
Chamkerlain Gallinger Newlands Tillman
Ctu.pg Gamble Oliver Warner
Clark, Wyo. Guggenheim Overman Warren
Culberson Heyburn Owen Wetmore

The VICE-PRESIDENT. Sixty Senators have answered to
the roll call. A quorum of the Senate is present.

Mr. BORAH. Mr. President, a noted member of this body once
said that it was a rule of his life to quarrel with principles and
not with men. I think it is especially important, in dealing with
a subject of this kind, that we bear that in mind, and that what-
ever difference of opinion there may be with reference to the mer-
its or demerits of the corporation tax, we should discuss it from
the standpoint of principle rather than that of personalities.

I make this suggestion early, for the reason that I shall be
compelled to quote the language of different Members of this
body with reference to their views upon this matter; and I do
g0, not with a view or purpose of criticising anyone from a
personal standpoint, or assuming any change of view, but with
an idea of putting before the Senate, if I may, what I conceive
to be the best thought and the best judgment, not only of my
party, but of the leading men of the counfry, upon such a
measure, :

XLIV—250

For the first seventeen years of my life I was privileged to
listen almost entirely in the way of public addresses to those
men, beneficent in purpose and in service to the public, who
always insist on taking a text before they begin their address.
Bearing in mind that early lesson of childhood, I wish to take
as my text for this address the language of the distinguished
Senator from Rhode Island, as contained in the CONGRESSIONAL
REecorp at page 3929.

1 shall vote for a corporation tax as a means to defeat the income

X I am willing to accept a propesition of this kind for the
purpose of avolding what, to my mind, Is a great evil and the imposition
of a tax in time of peace when there is no emergency, a tax which is
sure In the end to destroy the protective system.

I desire also to quote in that connection the language of ex-
President Harrison, wherein he said:

The great bulk of our people are lovers of justice.
lieve that poverty is a wvirtue or property a crime.
equality of opportunity, and not of dollars. Equalit,
thread that runs all through the fabric of our civil
dominating note in the swelling symphony of liberty.

I quote this last expression from ex-President Harrison for
the reason that I shall refer sometimes to the principle of
equality, not in a striet constitutional sense, not confining my
views to the technical equality denominated by the Constitu-
tion with reference to certain rights and powers, but referring
to that golden thread of equality which runs all through our
civil institutions as a fundamental prineiple, regardless of any
written constitution—a fundamental principle which we can not
afford to ignore any more than we can afford to ignore a spe-
cific proposition enunciated in the Constitution.

It is not my purpose at this time to discuss in a comparative
way the merits or demerits of the income tax and the corpora-
tion tax. I realize—and I had just as well be frank—that the
chance for the enactment of an income tax has practically been
removed, so far as this session is concerned. I am, however,
sufficiently of the faith to state that I believe it is only re-
moved for a time. But I want this evening to inquire par-
ticularly with reference to the measure which has been sub-
mitted to us and which, I presume, we are to assume at this
time is to be enacted into law. I want to view it as if it were
submitted here as an original proposition, without reference
to the effect it may have upon the income tax, from the stand-
point of whether or not it would be proper to enact it into law,
even if it were not designed to kill what some conceive to be an
erroneous measure.

So far as I am individually concerned, regardless of the ques-
tion of an income tax, I could not bring myself to the support
of this measure by reason of any personal or political relation I
may have to individuals or to my party. That is not altogether
a pleasant attitude to assume. In many ways it is extremely
unpleasant. .

But I want to inguire first, Mr, President, who is to pay the
tax we are about to levy? It has been given out to the country,
and has been somewhat extensively assumed, that this is another
means of placing a tax upon the wealth of the country; that
by this process of singling out corporations we will reach the
wealth of the land rather than place a tax upon consumers, or
that great body of American citizenship which now bears its
undue proportion of the taxes of the country. I am very frank
to say that if I were convineced of that cne proposition as stated
by those who support this tax—that it will reach the wealth of
the country—I should support it as a temporary measure, for
the purpose of wiping out the deficit that now confronts us.
I would not support it as a permanent measure, for the reason
that I know that it can not and will not reach that already
earned, now inactive, wealth which pays practically no tax, and
never will if certain influences in this country can have their
way. But as I am convinced beyond all question that by this
means we are about to proceed, under a thin guise of doing oth-
erwise, to place another heavy burden and tax upon those who
already bear an unjust and undue proportion of the burdens of
the Government, I prefer, rather than to support the tax, to go
back to the statesmanlike view announced by the Senator from
Rhode Island in the opening of this tariff debate. That is to
say, if we can not by the tariff bill raise suflicient revenue to
run the Government, I should resort to extreme measures of
retrenchment in expenditures rather than place this extra bur-
den upon the great mass of American citizenship.

The Senator from Rhode Island has not, to my knowledge, at
any time made in this Chamber a declaration that ought to

They do not be-
They believe in
is the golden
titutions—the

.command the support and respect of this body to a greater ex-

tent than that statement, which he made in the opening of this
debate. I will say here that I have never been enthusiastic in
the support of an income tax as a mere proposition to meet the
temporary expenditures of the Government. My enthusinsm has
arisen out of the proposition that it will enable us to distribute
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the already great burden of government between consumers and
wealth. But if we are now to lay a tax—as I believe we are
about to do—which will finally rest not upon wealth, but upon
consumption, then I go back to the prineciple announced by the
Senator from Rhode Island, and say that it is our duty as Sena-
tors to accept his statement that if there is not sufficient revenue
to run the Government we must retrench. For, to my mind, it
is almost a moral crime to place an additional expense upon
the very people who are to-day bearing the great burdens of
government.

The Senator from Rhode Island, in opening the tariff debate,
said:

1 am asked what would hagpen if it should be found that I am over-
sanguine or wholly inaccurate in my statements of probable results,
What shall we do if the revenues actually received are less than those
I have anticipated and large deficiencies are threatened? I amswer,
with all the ﬂ‘:l]!lfhasis at my command, that it would then be the im-
mﬂm duty Congress to reduce expenditures and make them con-
tues.to the actual revenue conditions, and not impose new and onerous

In the next place, after having inquired as to who is to pay
this tax, I want to make some inquiry as to the attitude of the
Republican party upon a measure of this kind; for those of us
who have been inclined to support the amendment submitted by
the Senator from Texas have been criticised—not publicly, but
to some extent privately—as inclined to support a Demoeratic
measure. I am a pretty strong partisan, but I believe the rule
ecan not always be invoked in the discharge of legislative duty.

I therefore propose to show this afternoon, if I can, and I
believe I shall be able to do so, not so much upon any original
idea of my own as upon the ideas of those who are better in-
formed, first, that this tax will not be paid by wealth, but by
consumption. Having shown that, I propose to show, in the
second place, that it is wrong at this time, under the circum-
stanees which confront us, to place any greater burden upon
that class of people. Third, I propose to show that the party
of which I am an humble member has always opposed this tax
upon principle; that it is unjust, unfair, discriminating, and of
doubtful constitutionality.

Of course it is proper fo say at the beginning, because that
is now conceded, that this amendment was born of fear. No
one seems to love it, or to care particularly what becomes of it
after it has served its temporary purpose. But notwithstanding
the fact of its manner of coming before us and the reasons for
bringing it here, if we should find that it is actually a good
measure, perhaps that should not be used against it. It is
admitted, of course, by those who support it, that it was not
brought in for its merits, but because of the ulterior purpose
it would serve. .

With these preliminary statements, I want to go back for a
time into the political history we have just passed over and
within the memory of all men who sit in this Chamber, many
of them participating in it, and trace out, if I can, from the
declarations of those men, whose wisdom and whose position
in the party can not be gquestioned, something as to the merits
and demerits of this tax; where the burden will fall; who will
pay it; and why, upon principle and authority, it should not
become a statute.

We recall the fact that in 1898, among other amendments
which were suggested to the war-revenue act of June 13, 1898,
there was a proposition to levy a tax upon the right to do busi-
ness in the sugar-refining industry and the industry of refining
petroleum. The amendment to which I am now addressing
myself referred solely to those two industries. But the prin-
ciple was discussed, and was discussed at length, by the Senate.

Senator Platt, of Connecticut, said at the time:

vote Inst th end-
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two classes of business where it Is absolutely certain that the corpora-
tions will not pay the tax, but that it will be paid by the consumer.
There is no other business in the country where the corporations or the
persons engaged in it can so surely and certainly evade the payment of
the tax as in the case of the business of oll refining and sugar refining,
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fﬂ?ﬁlﬂ??ﬂﬂ‘fﬁ?&;ﬂmr will pay not only the tax, but the addl-
tional profit to these two companies.

Senator Platt was a profound statesman. He was not a man
who spoke at random. He proved himself upon this oceasion
to be somewhat of a prophet, because it transpired that ex-
actly what he said would take place did take place, with the
exception of the fact that when the tax was removed the trust
forgot to take off the extra charge which it placed on to meet
it, and the price covers the tax when it existed and when it
does not exist.

The Senator from Indiana [Mr. BEVERIDGE] disclosed a few
days ago beyond all doubt, it seems to me, that the extra tax
which was placed upon tobacco in 1898 was transferred at once,
without even the respect of delay which they ought to have

had for legislators, and that the consumers began to pay it
immediately, have paid it ever since, and are paying it now.

Yet while the interested American people are looking on,
thinking that we are trying to get a tax upon wealth, we are
solemnly engaged in putting this burden where it will not be
eonfined to corporations, but will all be charged to those who
deal with them, by adding the tax to the price or reducing
wages.

Mr. PAY~NE, who was then and still is a prominent factor in
legislative affairs, a man of vast experience in such matters,
when the time came to repeal the portions of the revenue tax
of 1898, said:

It is true that there were two classes of speclal taxation In the war-
revenue bill. These were put in by an amendment offered in the
Senate, and when they came to the committee of conference they were
acquiesced in. I remember mal a remark at that time to my as-
sociates on the conference committee that they knew and I ew
that if this tax should be imposed the people who were expected to

it would simply put up the price of r and dpetroleum enough
o reimburse themselves for the tax which e{apal and allow them
besides a handsome profit. No doubt such 8 been the case. I
have no doubt that those interests that have been uired to pay this
tax have ecollected from their customers more amount which
they have paid over to the United States in the form of taxation.

President McKinley, in speaking of the repeal of the war-
revenue act of 1808, insisted upon its repeal, for the reason
that it was apparent the great burden of these taxes instead of
falling upon wealth had fallen upon the great mass of the
American people.

This tax which we laid for the purpose of meeting the ex-
penses of war, and of a war which the Republican party was
pledged to carry on to a speedy and successful termination, and
which, as soon as the war was over, we repealed for the pur-
pose of relieving the burdens of the mass of the people, now,
at a time of profound peace, we come back and put in the same
place and in the same way, but more extensive and more bur-
densome. I am not old in the service of polities, and perhaps
it will seem to some more trained in that business impertinent
upon my part to say so, but when it is found what the real
effect of this corporation tax is and who will have to pay the
greater portion of it, and it is found that the Republican party
in time of peace must lay this extra burden upon the mass of
the people in order to sustain the running expenses of the Gaov-
ernment, if we do not answer for it at the polls it will be be-
cause the opposition party has absolutely disintegrated.

We collected in those three years £211,000,000. It was a war
measure. Wealth did not pay it. They were just as thoroughly
exempted and protected by their process of transferring the
tax as this bill would exempt the bondholders in this country.
Without saying that it was drawn for the purpose of exempting
them, admitting, for the sake of argument, with the President
that it was legally necessary to do it, yet we are confronted with
the proposition that this measure absolutely exempts those
who can not transfer the tax and taxes those who can transfer
it to the consumer.

In his opening speech upon the repeal of the war taxes, in
December, 1900, Mr. PAYNE said:

Of course, Mr. Chairman, some may say why not put this tax di-
rectly upon the ex s companies and telegraph companies? Well, we
did consider that, but the express companies had a right to say to their
customers how much they would charge for cxrrylig packages from
place to g.lace and could easily add the amount of the government tax
to their charges. I know sometimes gentlemen will close thelr eyes and

roceed blindly, as was the case In dealing with the tax on the Standard
E’)il Company and putting a tax on a sugar reﬁnerly, as was done. They
forget to consider that these taxes might possibly not affect the com-

nies at all, but the consumers ; and a review of the history of the last
wo years shows what some gentlemen then anticipated when the tax
went on in the Senate, that the companies not only got the amount of
the tax back, but that the companies got a little additional sum from
their customers to enable them to swell their dividends. That was the
legislation in that regard. In other words, the tax in all instances
geeks the consumer, and usually, if not in its progress, it finds
him and forces him to pay the amount due the Government and a little
additional also to help swell the dividends of the companies upon whom
it was sup the tax was levied.

Again be says:

This latter tax—

Speaking of the tax upon insurances—
is paid almost entirely by the man who reccives the insurance. The
man who provides for the future of his family in the event of his death
by securing a life insurance or in providing an Indemnity for the fam-
{ly—for his wife and children in case the home should burn down—was
forced to pay this tax.

In another place Mr. Payne said:

If we Impose thls tax upon the exgress companies they will simply
add it to their rate of freight. * * They would simply put it
back in additional charges on the people who send packages by express.

Mr. Moody, who now occupies an honored position upon the
Supreme Bench, in discussing the tax states one of the vices of
the tax in a very definite and specific way. He says:

The ad valorem welght of such a tax as is proposed here weuld be
absolutely crushing to these small companies.
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Referring to the express companies: 5

Every one of the men engaged In thls business with whom I have
conversed has shown me that they could not continue their business.
They could not endure a tax such as that proposed here and hope to
operate the business which they have already built up. The whole tax
has been annoying, vicious, and burdensome to the people when they
deal with large companies, use the tax has been shoved upon them
by the action of the companies, sustained by the opinion of the Supreme
Court. In whatever form you leave it, the companies will still shove
the burden to the people. 'o the small companies who have carried the
burden ihemselvea it has been a calamity, which, if continued, means
destruction.

Mr. President, that, to my mind, is one of the inherent vices
of this measure. The great corporations, which do business
upon a large scale practically without competition, where they
can raise the price or lower the price in spite of the objection
of anyone, may include this tax in their charges to the public;
while the small company, composed -of the small stockholders
throughout the country, running into thousands and millions,
which compose the common citizenship of the country, will have
to pay the tax. So in the end it is the common citizenship
throughout the country that must meet this burden from the
beginning to the close,

Mr. SUTHERLAND. Mr, President—

The PRESIDING OFFICER (Mr. Dixon in the chair). Does
the Senator from Idaho yield to the Senator from Utah?

Mr. BORAH. I do.

Mr. SUTHERLAND. The income-tax amendment which the
Senator is in favor of proposes a tax of 2 per cent on the
incomes of the same corporations, as I understand it. If the
Senator’s argument is sound with reference to the tax proposed
upon the business of these corporations as measured by their
income, and if the Senator is correct in saying that it will be
shifted to the consumer, why will not the same argument apply
to that portion of the income-tax amendment for which the
Senator stands?

Mr. BORAH. I propose to discuss that later; but in passing
I will say that any tax to some extent can be transferred to
the consumer. But the income tax as drawn by us reaches the
vast amount of wealth in this country represented by bonds
and interest upon bonds, fixed and settled incomes, where it can
not be transferred. This bill is drawn so as to absolutely ex-
clude those people.

I do not contend that you can place all the burden of any tax
upon the wealth of the country, and that is the reason why we
should not be so anxious to protect it by law, because it can
protect itself to some extent under any bill that you will draw.

But 1 want to call the attention of the Senator from Utah to
the fact that under our amendment the untold millions of bonds
in thig country would be called to pay their proportionate tax,
while we have a bill here specifically exempting them from
the tax. E

Mr. SUTHERLAND. Mr. President

The PRESIDING OFFICER. Does the Senator from Idaho
yield further to the Senator from Utah?

Mr. BORAH. I do.

Mr. SUTHERLAND. If the Senator, however, is right in say-
ing that the tax imposed by the proposed amendment now under
consideration would be shifted to the consumer, it seems to me
it can be equally true that that portion of the tax imposed by
the income-tax amendment upon corporations will be likewise
shifted. Why should not the Senator eliminate that portion of
the income-tax amendment?

Mr. BORAH. The Senator from Utah is acquainted with the
fact that the first income-tax measure, to which I gave my sup-
port in this Chamber, did eliminate it, but when we were forced
to confront the organized and combined efforts of those who in

" this country are determined that wealth shall not bear its pro-
portion of the burden, we compromised for the purpose of get-
ting strength in this Chamber.

Mr. CRAWFORD. Mr. President——

The PRESIDING OFFICER. Does the Senator from Idaho
yield to the Senator from South Dakota?

Mr. BORAH. I do.

Mr. CRAWFORD. Would not the objection that a tax levied
upon a great corporation can be passed on to the patrons of that
corporation if it is a defect in this bill be a defect universally?
In the State of South Dakota we had, as in a number of West-
ern States, a very active contest with reference to the amount of
taxes paid by public-service corporations. ‘

We often heard the claim made that it made no difference if
we did increase the amount of the taxes of the public-service
corporations 50 per cent or 100 per cent, we would simply be
pufting that additional burden upon the people, because the
corporation could increase their charges and recoup the amount,
whatever it might be. If that be earried to its legitimate con-
clusion, would it not follow that we had better remove all
taxes from public-service corporations and great trusts, be-

cause, after all, when we put a tax upon them we are simply
putting it in their hands to pass it on to their patrons, and it is
ineffective so far as being a burden on them?

Mr. BORAH. While the Senator does not seem to appre-
ciate the fact, he has submitted here a reason why every Sena-
tor ought to support an income tax and should oppose this cor-
poration tax, because it does not lie within the ingenuity of
man to place the burden of taxation, as it should be placed, with
equal force upon wealth and consumption, in spite of anything
and all we may do. Our system of taxation is based upon the
principle that the incident to the tax finally reaches the low
man, the bottom man, in this cruel and merciless system of
ours. The only thing we can do is to mollify it as much as it
is possible to do, and we can only mollify it by taxing those
things where they can not shift it. But instead of undertaking
to tax things where they can not shift it, we always exempt
them from taxation and put it where they can shift it.

Unquestionably the great trusts of this country have trans-
ferred their taxes to the consumer. TUnguestionably the great
corporations of this country have transferred their taxes to
the consumer to a very large and alarming extent. The men
who do not transfer their taxes and can not transfer them are
the uncounted holders of uncounted millions of bonds whom we
are exempting from this proposed law at the present time.

Mr. JONES. Mr. President——

The PRESIDING OFFICER. Does the Senator from Idaho
yield to the Senator from Washington?

Mr. BORAH. I do. -

Mr. JONES. I should like to ask the Senator whether he
believes_it is possible to transfer an inheritance tax to any ex-
tent to the consumer. Is not that a tax which can not be
transferred to the consumer?

Mr. BORAH. I do not think you can transfer an inheritance
tax. Therefore I am thoroughly in favor of an inheritance tax.
The only reason why I do not favor it as a national measure
is because some 35 or 36 States of the Union have adopted it,
and I would hesitate to take away from or embarrass the States
in their power to collect this tax. I would not hesitate a mo-
ment to say that I would support the inheritance tax in prefer-
ence to this tax, although it is, in a measure, double taxation.

Mr. JONES. Would the passage of a national inheritance
tax take away from the States their right to tax inheritances?

Mr. BORAH. Only in the sense that it levies an extra
burden and it is in the nature of a double taxation. It wonld
not legally take it away. Of course we can tax inheritances as
a matter of law the same as the States can, if we have a
mind to do so.

Mr. JONES.
levied by the States is comparativelf small?
that the percentage is very low.

Mr. BORAH. It is of course a matter of policy as to whether
we shall go into that field. I have no doubt that it is a froit-
ful field, and one which we should utilize. Whether we should
leave it to the States, because of the great burdens which are
piling nupon them exclusively, or go there ourselves is a matter
of policy. It reaches, however, that class of property which
can not shift the burden.

Mr. JONES. It would meet very largely the objection the
Senator is making to this proposed tax.

Mr. BORAH. It would.

Mr. JONES. As well as the possible transference of the in-
come tax to a greater or less degree.

Mr. BOtAH. It would.

Mr. BEVERIDGE. Will the Senator permit me a question?
Is not the inheritance tax so just that even if it were double,
by having both State and Nation tax it, still no injustice wounld
be done? The person from whom the tax is taken has never
earned a dollar of it. It is given him by the grace of the
Government. Is not an inheritance tax so profoundly just that
if it were doubled or even tripled no injustice would result?

Mr. BORAH. That is true, Mr. President. I am not taking
a position against the inheritance tax at all. I was just com-
ing to the point of saying that the inheritance tax was one form
which can not be transferred. I want to call the attention of
the Senate to the fact, however, that there are a great many
people in this country to-day enjoying incomes that they did
not make a single dollar of; that they do not even furnish suf-
ficient brains to take care of for any reasonable length of time,
and bave to have guardians appointed. They ought to pay
some of the expense of the Government also.

There are vast incomes that the people who are enjoying
them did not make any more than the unborn children made
the property of their parents. We saw an exhibition of this
kind of incomes in the city of New York only a few days ago
that reads like one of the chapters from Ferrero’s Rome, in

Is it not also true that the inheritance tax
I understand

‘
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the time of Augustus. Yet we are made to enact laws here for
the purpose of protecting that ‘class of wealth when we know
that alrendy by its ingenuity it protects itself beyond all
human endurance.

Mr. President, when this tax was levied, in 1898, the express
companies came out boldly and said, “ You have levied a tax
upon us; we notify you that we are not going to pay it; we
will pass this tax without any hesitancy completely over to the
people who do business with us.” There was objection to it,
and the question was asked, Is there no means or method known
to the law by which when a tax is levied upon a corporation it
can be made to pay it?

The consumer said, “ Does our Republic furnish us no means
by which we can compel you to pay that tax? We will try it.”
And so out of the State of Michigan came a contest in which the
specific question was raised as to whether that tax could be
transferred to the consumer. I was interested in this question
for the reason that it was my purpose, if we could do so, to
propose an amendment. I was examining the subject with the
idea of introducing an amendment to enable this eflicient and
powerful publicity bureau to inguire into the question
whether or not the tax was being transferred, and if the Gov-
ernment found that it was being transferred under the oleo-
margarine case to levy an extra excise upon those who did
transfer it. I said to myself, “ If the laws of the country per-
mit it, why not put in here an amendment which will enable the
men who are going out to examine the matter of running corpo-
rations to find out whether they are paying it or whether they
charge it up to the consumer, and if they do, to make that the
base of action under the publicity bureau. When I examined
this case I found the Supreme Court of the United States held
that not only could they transfer it under that law, but it was
not within the power of Congress to enact a law which would
prevent them from transferring it; that we are powerless under
our form of government to prevent them from transferring this
tax openly and boldly from themselves to the consumer.

Mr. President, I call attention to the language of the Supreme

Court :

But, ags we have said, though the correctness of the claim be arguendo
taken for granted. such concession does not suffice to dispose of the
essential Issues. They are that by the statute the express company Is
forbldden from shifting the burden by an increase of rates, although
such increased rates be in themselves reasonable. As no express pro-
visions sustaining the propositions are found in the law ey must
rest solely upon the general assumption that becanse it i1s concluded
that the law has cast upon the express mmim.n{ the duty of paying
the 1-cent stamp tax, there is hence to be implied prohibition re-
straining the express company from shifting the burden by means of
an increase of rates within the limits of what is reasonable. In other
words, the contention comes to this, that the act in question is not
alone a law levying taxes and providi the means for collecting them,
but is moreover n statute determining that the burden must irrevoeably
continue to be upon the one on whom it is primarily placed. The re-
gult follows that all contracts or acts shifting the burden, and which
would be otherwise valid, become vold. To add by lmplfcatlon such
a provision to a tax law would be contrary to its intent, and be in
conflict with the general object which a law levying taxes is naturally

resumed to effectuate, Indeed, it seems almost impossible to suppose
hat a purpose of such a character could have been contemplated, as
the widest conjecture would not be adequate to foreshadow the far-
reaching consequences which would ensue from it. To declare upon
what person or property all taxes must prims.ritﬁ fall is a usual pur-

e of a law levying taxes. To say when and how the ultimate bur-

en of a tax shall be distributed among all the members of soclety
would necessitate taking into vlew every possible contract which can
be made, and would compel the welghing of the final influence of
every conceivable dealing between man and man. A tax rests upon
real estate. Can it be said that by the law lmposing such a tax it
was Intended to prevent the owner of real property from taking into
consideration the amount of a tax thereon, in determining the rent
which is to be exacted by him? A tax is imposed npon stock in trade.
Must it be held that the purpose of such a law is to regulate the price
at which the
ﬁ?om distributing the sum of the tax in the price charged for his
merchandise? As the means by which the burdens of taxes may be
ghifted are as multiform and as various as is the power to contract
tself, it follows that the argument relied on if adopted would control
almost every conceivable form of contract and render them void if
they had the result stated. Thus the price of all property, the result
of all production, the sum of all wages, would be controlled irre-
vocably a law levylng taxes, If such a law forbade a shifting of the
purden of the tax, and avoided all acts which brought about that re-
sult. It can not be doubted that to adopt, by implication, the view
pressed upon us, would be to virtually destroy all freedom of contrac
and in 1 ﬂtmi analyses would deny the existence of all rights o
property. d this becomes more especially demonstrable when the
nature of a stamp tax is taken into consideration. A stamp duty is
embraced within the rview of those taxes which are denominated
indirect, and one of the natural characteristics of ‘which is, although
it may mnot be essential, that they are susceptible of being shifted
from the person upon whom in the first instance the duty of payment
is lald. e are thus invoked by construction to add to the statutes
a provision forbidding all attempts to shift the burden of the stamp
tax when the nature of the indirect taxation which the statute creates
guggests a contrary inference. And, in this connection, although we
have already called attention to the consequences which must gen-
erally result from the application of the doctrine contended for, it will
not inappropriate to refer to certain of the provisions of the act
now under consideration, which more aptly to make Fartlcnlarl,y
manifest the con ences indicated, thus tEerj.'ne‘ry, tent medicines,
and many other articles are required by the statute be stamped by

oods shall be sold, and restrain the merchant therefore |

the owner before sale. The loglcal result of the doctrine referred to
would be that the price of the artleles so made amenable to a stamp
tax could not be in 80 a8 to shift the cost of the stamp upon
the comnsumer. Yet it is apparent that such a construction of the
statute would be both unnatural and strained.

The ent I8 not strengthened by the contentlon that as the
law has imposed the stamp tax on the ecarrier, public policy forbids
that the carrier should be allowed to escape his share of the publie
burdens E shifting the tax to others who are presumed to have dis-

elr due share of taxes. This argument of public policy, if
app to a carrier, would be equally agﬁéicahle to all the other stamp
taxes which the law Imposes. Nor is fact that the express com-
ps.nr is a common carrier and engaged in a business in which the
r‘:ﬂ: lc has an interest and which is subject to regulation of Importance
determining the correctness of the propoesition relied upon. The
mere fact that the stamp duty Is imposed upon a common carrier does
not divest such tax of one of its usual characteristics or justly imply
that the carrier is In consequence of the law deprived of its lawful
right to fix reasonable rates. TUnquestionably a carrier Iz subject to
the requirement of reasonable rates; but, as we have seen, no guestion
of the Intrinsic unreasonableness of the rates charged arises on this
record or Is at Issue in this cause. As previously pointed out, to
decide as a matter of law that rates are essentially unreasonable from
the mere fact that their enforcement will o te to shift the burden
of a stamp tax would be in effect but to hold that the act of Congross,
by the mere fact of imposing a stamp tax, forbids all attempts to shift
it, and consequently that the carrier is deprived by the law of the right
to fix rates, even although the limit of reasomable rates be not tran-
scended. is reduces the contention back to the unsound proposition
which we have already examined and disposed of. (American Express
Co. v. Michigan, 177 U. 8. Repts., p. 412.)

Mr. SUTHERLAND. Mr. President, will the Senator permit
me to ask him a guestion right there? =

The PRESIDING OFFICER. Does the Senator from Idaho
yield to the Senator from Utah?

Mr. BORAH. I do. i

Mr. SUTHERLAND. Mr. President, does not the argument
of the Senator from Idaho, carried to its logical conclusion,
prove altogether too much? If it is a valid objection to this
proposed amendment that the burden of the tax may be shifted
to the patron or to the consumer, is that not also a reason why
we should repeal all existing taxes—state taxes upon common
carriers and upon other persons who may likewise shift the
burden? For example, it is perfectly clear that when a tax
is imposed npon a railroad company, the amount of that tax is
shifted to the patrons of the road. If the argument of the
Senator be sound, why should he not go far enough to say that
that tax should be repealed and that we should not tax rail-
road companies or similar corporations at all?

Mr. BORAH. Mr. President, bearing in mind that we have
a Government which has to be supported and that civilization
depends upon the fact that we maintain a government rather
than to follow the somewhat startling suggestion of the Sen-
ator from Utah [Mr. SuTHERLAND] and repeal all taxes, I
should prefer, if I can, to put a part of the taxes where they
can not be shifted. I do not want the SBenator from Utah to
forget that this contest in this Senate Chamber is not over the
raising of a small temporary revenue, but it is over the propo-
sition of whether we shall change the great principle of taxa-
tion in this country and place a part of the tax where it can
not be shifted to the common citizenship of the country. We
are not going to go back, Mr. President, to the owls and bats.
Rather than to say we shall not put a part of this tax where it
can not be shifted, we shall continue this contest until the un-
controllable wrath of the American people shall waken us to the
fact that the great disparity between wealth and poverty in this
country arises more out of our system of taxation than it does
from the so-called “ trusts.” When you can put all the burden of
government in one place, it is not long before you have that con-
dition of affairs, whether it is in a republic or a monarchy, where
the great masses are bearing the burden and the few are living
upon the efforts of the masses.

Mr. President, to illustrate further, our system of taxation had
its origin in the period of feudalism, when the tax was laid upon
those, and those only, who could not resist the payment of it.
That was the first tax under our present taxing system. The
plan then was, as stated by a noted writer—and it was earnestly
argued in those days—that it was a proper distribution of the
burdens of government that the clergy should pray for the
government, the nobles fight for if, and the common people
should pay the taxes, The first fruits of that system, and the
first modification of that system, were had during that economie
and moral convulsion which shook the moral universe from
center to circumference—the French revolution. Historians
dispute to-dax as to the cause of the French revolution. If
you would know the cause, you will not find it in the days trans-
piring with the fall of the Bastile; you will not find it in the
days when Robespierre, drunk with human blood, leaned against
the pillars of the assembly, as he listened to his own doom. It
is back of that. It is in those immediate years preceding, when
the burden of government had become intolerable, when the
stipends paid to the miserable satellites of royalty had become
criminal ; when bureaucracy reached out into every part of the
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nation and bore down upon the energies and the industries of
the common man; and when, Mr. President, 85 per cent of that
fearful burden was collected from the peasantry of France,
which forced them from their little homes and farms into the
sinks and dives of Paris, where the French revolution was born.

The history of taxation is well worthy of the attention of
those who believe that, in order to maintain a republic, we
must always have at the base of our civilization an intelligent,
free, and, to some extent, an unburdened citizenship. No, Mr.
President, we will not repeal all taxes; but we will distribute
the burdens; though we may not do it this session, and 1 do
not suppose we will, we will do it before this fight is over.

Mr. President, I have ecalled attention to that period when
the revenue act of 1898 was before Congress. Certain news-
papers of the country and, to a certain extent, all the great
corporations without any exception, bitterly opposed that tax.
They did not know how easy it would be apparently, not there-
tofore having had a special tax laid upon them, to transfer it.
The main proposition of taxing corporations was defeated, but
the amendment covering two classes of business went through.
Of course certain stamp taxes were enacted which the corpora-
tions were supposed to pay. Then they began this contest.
They demonstrated the fact, as a practical proposition, that
they could transfer it; they demonstrated, as a matter of law,
that they had a right to transfer it; and they demonstrated, as
a matter of law, that there was no power in Congress to pre-
vent the fransfer. So to-day we are advised through news-
papers that the great corporations in the land are saying, “ put
on this tax in preference to the income tax.”

I do not want it to be understood that I am charging that
the Finance Committee has gone about this for the purpose of
doing such a thing. They may stand upon the legal proposition
that, rather than submit another question to the Supreme Court,
they would do this; but the result of the legislation is the same.
Whether from one motive or another, the result of it is that
the great corporations, controlling the great industries in this
country, are standing side by side with the Committee on
Finance in support of this proposition in preference to the in-
come tax. Why? Because they can transfer this tax; while
that class of men, that vast amount of wealth to which the
Senator from Iowa [Mr. CoMmins] called attention, ean not
transfer.

Speaking of the decisions, Mr. President, and the idea of going
to the Supreme Court again, I will digress to say just a word
now, rather than later. It seems to me, with all due respect
to those who suggest this proposition, that it is based upon an
ineorrect idea both as to the function of the court and the re-
lation of the people to the court. It is a great tribunal; it is a
tribunal having power to wreck or to sustain the Government,
although without command of sword or purse.

But, Mr. President, think of this argument: Away back, just
after the Constitution was adopted, Congress put a tax upon
what they then called * luxuries” or “ wealth; " those who had
earriages, and could use them for their own personal use.
Wealth went to the Supreme Court of the United States and
tested that proposition, and said that it was a direct tax under
the Constitution; but the Supreme Court sustained the tax.

We come down to the great civil war, and the fathers who
organized the Republican party—Abraham Lincoln, S8almon P.
Chase, Charles Sumner, and that class of men—again laid the
taxing power upon the wealth of this country in the form of
iax on incomes. Wealth went again to the Supreme Court, and
did what? Asked them to reconsider the opinion of fifty-odd
years before, when they had settled and said what a direct tax
was. The court passed npon it again. In a short time the same
class of people went again to the Supreme Court; and, notwith-
standing the fact that there had been a unanimous opinion as
to what a direct tax was. they again asked them to reconsider it.

The next iime those who were seeking to escape taxation,
having three decisions of the Supreme Court before them, they
went again to the Supreme Court and asked them to reconsider;
and the Supreme Court, with that patience and broad minded-
" ness which has always characterized that great tribunal, again
went carefully into the question, reviewed its former decisions,
went into the history of the Constitution and its making, and
again told the wealth of this country what constituted direct
taxes. Four times they had interpreted the Constitution by a
unanimous judgment of the court; but still again they came and
asked the Supreme Court to once more review its decisions.
For nearly one hundred years, beginning with those who wrote
the Constitution of the United States, down until years after the
close of the great war those who were seeking to escape taxa-
tion went again and again to the Supreme Court, and in the
face of those decisions, unanimous as they were, asked for a
review and a reconsideration of the question, The Supreme

Court, with patience and care, examined the subject again in
all its ramifications. Time passed on, and in 1894 another law
was enacted taxing the incomes of the country, and notwith-
standing the five decisions of the Supreme Court defining a
direct tax, the untaxed wealth and the untaxed incomes of this
country traveled their way to the Supreme Court again and
asked the Supreme Court to review five unanimous decisions as
to what is a direct tax. They succeeded in what? By a bare
majority of one, against the decisions preceding, they succeeded
in establishing a different rule of interpretation. As to that de-
cision Mr. Justice White =aid:

My inability to agree with the court in the comclusions which it has
just expressed causes me much regret. Great as is my respect for any
view by it announced, I ean not resist the conviction that its cpinion
and decree in this case virtually annuls its previous deeisions in regard
to the powers of Congress on the subject of taxation, and is therefore
rraugglt with danger to the court, to each and every citizen, and to the
Republic.

As to that decision these are searching words of Mr. Justice
Harlan :

In my judgment, to say nothing of the disregard of former adjudica-

tions of this court and of the settled practice of the Government, this
decision may well excite the gravest apprehensions. It strikes at the
very foundation of national authority, in that it denies to the General
Government a power which is, or uw,{ become, vital to the very exist-
ence and preservation of the Union in a national emvl‘gl‘ency such as
that of a war with a great commerelal nation, during which the collec-
tion of dutles upon imports will cease or be materially diminished.
# % & The decision now made may provoke a contest in this country,
from which the American people would have been spared if the court
had not overturned its former adjudications and had adbered to the
prineiples of taxation upon which our Government, following the re-
ted adjudications of this court, has always been administered.
houghtful, conservative men have uniformly held that government
could not be safely administered, except upon principles of right, justice,
and equality—without discrimination against any part of the people
because of their owning or not owning vizihle property. or becaunse of
their baving or not having incomes from bonds and stocks. But by its
resent construction of the Constitution the court, for the first time
n all its history, declares that our Government has been so framed
that in matters of taxation for its support and maintenance those who
have Incomes derived from the renting of real estate or from the leasing
or nsing of tanglble property, bonds, stock, and investments of what-
ever kind, have Prlvﬂe"es that can oot be accorded to those having
incomes derived from the labor of their hands or the exercise of their
skill or the use of their brains.

Since that bare majority of one has been obtained, Senators
urge that the great masses of the American people, who are
asking to have this tax burden distributed, shall not go again
to the court to have that question considered, out of a mere
delicacy of consideration for that tribunal.

Mr. President, that great tribunal, whose judgments and de-
crees deal with the destiny of 46 sovereign Commonwealths and
with all the plans and purposes of a great Nation, within whose
jurisdiction are found the rights and liberties of the humblest
citizen, and the complex and ever-haunting problems of state
and national sovereignty, can not be too jealously guarded or
profoundly honored to suit me. If we differ upon that guestion
we differ only as to the method of making known our respect
for its power and our concern for its continued usefulness and
honor. As a citizen, I bow uncomplainingly to its judgment; as
a lawyer, I seek its decisions as the wisest and most profound
expositions of the law to be found among our own people or
elsewhere, controlling and authoritative, not simply because
the Constitution makes them so, but because of their learning
and research and wealth of reasoning; but, sir, as a legislator,
sworn to uphold and maintain the Constitution, pledged to pre-
serve it in all its integrity of purpose, I most respectfully sub-
mit that I am not precloded from carrying to that tribunal for
its reconsideration a gquestion upon wkich they were all but
evenly divided. Where great and powerful intellects trained in
constitutional law, each determined to arrive at a sound and
righteous conclusion, differ by a bare margin of one, and by
such difference overturn the precedents and practice of a
century, and by such difference overturn the precedents upon
which we had collected millions from the American people and
fought the great battles of the Union, who will tell me that
under such circumstances it is an assault to the dignity of the
court or an undermining of its confidence to ask it again to re-
consider that question?

Mr. President, the mere change of opinion upon ‘a specific
guestion of law submitted is a small item to mar the confidence
of the people in that august body. Our confidence is best as-
sured and most definitely determined when it ig ascertained
that although specific errors may creep in, errors which are
human, the inherent bent of its innate strength and virtue,
the compelling power of its intellectual intégrity are to correct
those errors, so that, in the wide sweep of the years, its judgments
may stand the test of reason and the strain of time. Sir, I
honor that tribunal by appealing to its great patience, its tol-
erance, its willingness so magnificently exhibited upon scores
of occasions to reexamine its own opinions. Let us do our
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duty as we understand it, with a due regard to the rights of
the people and our sworn obligations here, and trust the great
jurists, who now occupy places upon that bench and who rank
well in heart and brain with their great predecessors, to pro-
tect and preserve the integrity and honor of that bench, and
ttransfer it unimpaired and untarnished to succeeding genera-
tions.

Mr. CLAPP. Mr. President

The PRESIDING OFFICER (Mr. Dixox in the chair).
Does the Senator from Idaho yield to the Senator from Min-
nesota ?

Mr. BORAH. I do.

Mr. CLAPP. I move that the Senate adjourn.

Mr. BURROWS. Mr. President, do I understand that it is the
desire of the Senator from Idaho to discontinue at this time?

Mr. BORAH. I would prefer not to go on.

Mr. BURROWS. If the Senator would prefer to go on, there
is ample time——

Mr. BORAH. I would prefer to discontinue for the present.

Mr., CLAPP. Of course I would not have made the motion if
it were not agreeable to the Senator from Idaho.

The PRESIDING OFFICER. The Chair did not fully under-
stand the Senator from Minnesota.

Mr. CLAPP. I move that the Senate adjourn.

Mr. SMOOT. Mr. President——

Mr. LA FOLLETTE. The question is not debatable, Mr.
President.

Mr. BURROWS. I suggest to the Senator from Idaho, if it
would not be disagreeable to him, that it is only half past 5,
and we could proceed for a little time longer.

Mr. BORAH. If it is desired, I can proceed until G o'clock.

Mr. BAILEY. Mr. President, I think a motion to adjourn
is not debatable; and I ask the Chair to submit to the Senate
the motion of the Senator from Minnesota [Mr. Crarr].

Mr. BURROWS. Of course, it is not debatable——

The PRESIDING OFFICER. The Chair understands the
motion is not debatable, and that the debate is proceeding by
unanimous consent.

Mr.- BURROWS. But the Senator from Idaho says he is
willing to proceed until 6 o'clock. )

Mr. SMOOT. If the Senator from Idaho does not desire to
continue, it is possible that some other Senator ean go on and
let the Senator from Idaho rest. A good many Senators, in ad-
dition to the Senator from Idaho, desire to speak on this subject.

Mr. BEVERIDGE. If a motion to adjourn is made, unless the
Senator making it withdraws it, it can not be debated.

Mr. SMOOT. Is there not a unanimous-consent agreement
that we shall continue in session until 7 o'clock ?

The PRESIDING OFFICER. The guestion is on the motion
of the Senator from Minnesota.

Mr. BEVERIDGE. Unless the Senator withdraws it——

Mr. CLAPP. I do not withdraw it.

The PRESIDING OFFICER. The question is on the motion
of the Senator from Minnesota [Mr, Crarr]. [Putting the ques-
tion.] By the sound the *noes” appear to have it.

Mr. CLAPP and Mr. LA FOLLETTE called for the yeas and
nays.

The PRESIDING OFFICER. The yeas and nays are de-
manded.

AMr. SMOOT. I suggest the absence of a quorum.

Mr. LA FOLLETTE. You will not find a quorum here, if
you call the roll.

Mr. BURROWS. There ought not to be any difficulty about
this matter. I understand the Senator from Idaho is willing
to proceed until 6 o'clock.

Mr. BULKELEY. Some of us who have been sitting here all
day listening, however, are just as eager to go as the Senator
who has been speaking.

Mr. KEAN. We should like to get through with this bill, if
we can.

Mr. BULKELEY. I do not see how you can finish it to-night.

Mr. BAILEY. You will not make any progress by trying to
force a man to speak when he is exhausted.

Mr. SMOOT. I have no desire to do so, Mr. President.

The PRESIDING OFFICER. Is there a second to the de-
mand for the yeas and nays?

The yeas and nays were ordered, and the Secretary proceeded
to eall the roll.

Mr. DILLINGHAM (when his name was called). Iam paired
with the senior Senator from South Carolina [Mr. Tirraax].
As he is not present, I withhold my vote.

Mr. FLETCHER (when Mr. TALTAFERRO'S name was called).
The senior Senator from Florida [Mr. TAviarerro] is paired
! with the senior Senator from West Virginia [Mr, ELkINs].

' The roll call was concluded.

Mr. BRIGGS (after having voted in the negative). I inguire
if the senior Senator from Alabama [Mr. BAXKIEAD] has
voted?

The PRESIDING OFFICELR.
has not.

Mr. BRIGGS. I have a pair with that Senator, and therefore
withdraw my voie.

Mr. McLAURIN. I inquire if the Senator from Michigan
[Mr. SMiTH] has voted?

The PRESIDING OFFICER. The Chair is informed that
he has not.

Mr. McLAURIN.
with that Senator.

Mr. BACON. I desire to announce that the Senator from
Tennessee [Mr, Frazier] is absent from the Chamber on account
of illness,

The result was announced—yeas 34, nays 17, as follows:

YEAS—34.

The Chair is informed that he

Then I withhold my vote, as I am paired

Bacon Clay Hughes Page
Baile: Crawford Johnson, N. Dak. Perking
Bora Culberson Jones Piles
Bourne Cummins ILa Follette Simmons
Bristow Daniel Money Smith, 8. C.
Brown Dick Nelson Stone
Bulkeley Fleteher Newlands Warner
C!upl;z Foster Overman
Clark,Wyo. Gamble Owen

NAYS—1T.
Brandegee Curtls Lodge Sutherland
Burkett Flint Oliver Warren
Burrows Gallinger Root
Carter Guggenheim Scott
Cullom Kean Smoot

NOT VOTING—41.

Aldrich Delpew Johnston, Ala. Shively -
Bankhead Dillingham Lorimer Smith, Md.
Beveridge Dixon MeCumber Smith, Mich.
Bradley Dolliver McEnery Stephenson
Briggs du Pont McLaurin Tallaferro
Burnham Elkins Martin Taylor
Burton Frazler Nixon Tillman
Chamberlain Frye Paynter Wetmore
Clarke, Ark. Gore Penrose
Crane Hale Rayner
Davis Heyburn Richardson

So the motion was agreed to; and (at 5 o'clock and 45
minutes p. m.) the Senate adjourned until to-morrow, Thurs-
day, July 1, 1909, at 10 o'clock a. m.

SENATE.
Trurspay, July 1, 1909.

The Senate met at 10 o'clock a. m.
Prayer by the Chaplain, Rev. Ulysses G. B. Pierce, D. D.
The Journal of yesterday’s proceedings was read and approved.

ENROLLED BILL SIGNED.

A message from the House of Representatives, by Mr. W. J.
Browning, its Chief Clerk, announced that the Speaker of the
House had signed the enrolled bill (H. R. 1033) to provide for
the Thirteenth and subsequent decennial censuses, and it was
thereupon signed by the Vice-President.

PETITIONS AND MEMORIALS.

The VICE-PRESIDENT presented a petition of the Com-
mercial Travelers’' Protective Association of America, praying
that Congress grant Dr. T. R. Timby, of Brooklyn, N. Y., a re-
hearing before the Court of Claims, which was referred to the
Committee on Claims.

He also presented an address by the Colony of Persia in
Egypt through its committee of award relating to the evacua-
tion of Bushir, etc., which was referred to the Committee on
Foreign Relations.

Mr. JONES presented a memorial of the Clearing House As-
sociation of Spokane, Wash., remonstrating against the adop-
tion of the so-called “ Bailey-Cummins income-tax amendment
to the pending tariff bill, which was ordered to lie on the table.

Mr. SHIVELY presented a petition of sundry citizens of the
United States, praying that an appropriation be made to reim-
burse them for losses sustained during the military operations
at Samoa in March, April, and May, 1899, which was referred
to the Committee on Foreign Relations.

BILLS INTRODUCED.

The following bills were introduced, read the first time, and,
by unanimous consent the second time, and referred as follows:

By Mr. SHIVELY :

A bill (8, 2801) granting an increase of pension to Michael
Collins; : )
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